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BURNS CREEK PROJECT, IDAHO 


THURSDAY, MARCH 24, 1960 


House or REPRESENTATIVES, 
SuBCOM MITTEE ON IRRIGATION AND RECLAMATION 
OF THE COMMITTEE ON INTERIOR AND INsULAR AFFAIRS, 
Washington, D.C. 
The subcommittee met, pursuant to other business, in the committee 
room, New House Office Building, Hon. Walter Rogers (chairman of 


| the subcommittee) presiding. 


Mr. Roaers. The subcommittee now will continue consideration of 


| ILR. 1235 by Mr. Budge, of Idaho, and S. 281 to authorize the Secre- 


tary of the Interior to construct, operate, and maintain a reregulating 
reservoir and other works at the Burns Creek site in the upper Snake 
River Valley, Idaho, and for other purposes. 

The recollection of the chairman is that at the last meeting, we 
were proceeding to question the witnesses from the Bureau of Recla- 
mation, and from the Fish and Wildlife Service. Mr. Bennett, 
Assistant Commissioner of Reclamation, Department of the Interior, 
is present and also Mr. H. T. Nelson, Regional Director, Bureau of 
Reclamation, Boise, Idaho. Do you and Mr. Nelson want to answer 
questions together ? 

Mr. Bennetr. I think that will be better, Mr. Chairman. 

Mr. Rocers. If so, you may both come to the witness stand. I think 
this line of questioning will go more to the cost of project and will not 
have a great deal to do with the fish and wildlife, so I think we had 
better wait a little on Mr. McBroom. Mr. McBroom, you come on up, 
if you will, where you will be handy there. There may be some ques- 


| tionsthat we will have of you. 


Mr. Haley, the Chair will recognize you for any questions you may 
have. 


Mr. Harry. Mr. Bennett, has the Bureau of Reclamation reached 


_ the point in the western part of the Nation, where you have no fur- 


ther irrigation and reclamation projects that you could be work- 
ing on? 


FURTHER STATEMENTS OF N. B. BENNETT, JR. ASSISTANT 
COMMISSIONER OF RECLAMATION; H. T. NELSON, REGIONAL 
DIRECTOR, BUREAU OF RECLAMATION, BOISE, IDAHO 


Mr. Bennerr. No, sir, Mr. Haley, there are a great many projects 
being investigated in our total program throughout the West. 

Mr. Harry. What is the justification for bringing this kind of 
a project to this committee, if you have projects out there that would 
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be more in line with what your Department was supposed to do in thy | betwee? 7 


first instance ? 
Mr. Bennett. Mr. Haley, this particular project is one which yp 


believe will develop and help develop the resources of the Snake Rive, | 
Basin. It involves multiple purposes. It has irrigation in it, which | 


grew out of the need for additional irrigation water in the Snake Rive 
Basin. The available space and water to be in Palisades Reseryojp 
was oversubscribed. That simply means they do need additional] 
supplemental water in that area. The Burns Creek development yil 
help obtain that. At the same time, it does have a value as a reseryoip 
for power production. So we do get a multiple purpose out of this 
structure. 

I think it is important to recognize that although there has been 
some cost allocations made here which do result in most of the proj. 
ect cost being allocated to power, there still is, nevertheless, a great 
benefit to irrigation out of this project, not only from the utilization 
of the 100,000 acre-feet of space in Burns Creek, but because the proj. 
ect will make available a rather substantial amount of energy that 
can be used for pumping on projects which are non-Federal. 

Mr. Sartor. Will the gentleman yield to me? 

Mr. Hatery. Yes. 

Mr. Sartor. Mr. Bennett, did I hear you correctly when you said 
that most of the cost of this project was allocated to power? 

Mr. Bennett. Yes, sir. 

Mr. Sartor. I just wonder if I heard the descriptive adjective you 
used. 

Mr. Bennett. I must say it is the right adjective as 98 percent 
is most. 

Mr. Hatey. It is 98.3 percent. 

Mrs. Prost (presiding). Are you taking into consideration the 
acres of land that will be irrigated by pumping when power is sup 
plied from Burns Creek project? 

Mr. Bennett. We have no way we can take that fact into our cost 
allocation, but I did want to come to the point that with the pumping 
energy that will be made available by Burns Creek, there can be a sub- 
stantial development of irrigation through pumping. This would 
be non-Federal. So we have not attempted to take that into an allo 
cation process. There are many ways in which you can arrive at an 
approximation of the number of acres that might be irrigated by this 
pumping energy. 

You cannot be exact, because you do not know today exactly where 
it will take place, nor do you know what the pumping head would be 
However, we have attempted to work that out to the best of our 
judgment. 

Based upon our experience which we have just had on the Minni- 


doka North Side pumping division, we found there that the 588 farms, | 


which average 115 acres each, use a total of 1,071 kilowatt-hours per 
irrigable acre. If we attempt to extrapolate that figure into an acreage 
total, we get 144,000 acres. However, we believe that the area which 
may be developed with this pumping energy probably will requires 
somewhat higher pumping head than we have on the Minnidoka 
North Side. Taking that into account, we estimate that somewhere 
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tween 75,000 and 100,000 acres will be developed through use of the 
mmping energy made available by Burns Creek. 

Now, these are non-Federal projects. Consequently, the part of the 
gst that is associated with the pumping energy is considered to be a 

wer cost, and is interest bearing. It is because of these factors that 
ge believe it is completely appropriate to recommend authorization 
athe Burns Creek project. pls 3 A a 

Mr. Hatey. With a reregulating dam in this general vicinity, could 
sou furnish what little irrigation and reclamation is in this project 
which, of course, is-very, very little? 

Mr. Bennett. No, sir; you could not. Now we have given con- 
jderation, as an alternate, to the possibility of constructing a single- 
pur reregulating reservoir below Palisades, with a capacity of 
shout 17,000 acre-feet. ‘That was one of the things we studied, along 
qithseveral other alternate ways of doing this job. 

Our reconnaissance indicated to us quite clearly that a resorvoir of 
this type would permit us to carry on certain improved operations at 
Palisades, but it also showed us that we could accomplish the same 
improvement in Palisades by purchasing peaking capacity. Now the 

res Which we obtained showed us that the annual cost of obtaining 
the limited amount of peaking capacity which the Bureau system 
yould require through a reregulating reservoir would be $82,700 per 
year. These same studies showed us that the same amount of peak- 
ing capacity could be purchased for approximately $41,000 per year. 
Miieveeantly, we did not believe that we were justified in con- 
templating such an investment by the United States. At the same 
time, a reregulating reservoir of only 17,000 acre-feet for the im- 
provement of Palisades power operation would not accomplish the 
two things of water conservation for additional supplemental water, 
nor production of pumping energy whereby additional acres of non- 
Federal development might be brought in. 

Mr. Hater. So your statement is that you could not build a dam 
anywhere around this particular location and get the irrigation that 
you say is in this for the use that you would put this water to that 
snot used for generating energy ¢ 

Mr. Bennett. I do not think I said quite that. If you want to 
talk about some type of a reservoir, solely for the purpose of obtain- 
ing additional irrigation water, that is another item. We have under 
investigation now a reservoir above Palisades in Wyoming, which 
could provide additional irrigation water. But it looks to us today 
like such a reservoir will never be built or, at least, would not be built 
fora long, long time, because of the opposition that grows out of two 
things: First, the inundation of certain lands in Wyoming; and see- 
ond, the cost probably will show a nonjustified project. 

Mr. Hatxy. Mr. Bennett, you heard the statement here made about 
the fact that in the last 50 years, I believe, it was that there had been a 
shortage of water, and the amount of shortage that you had at those 
particular times ran up into millions of feet, did it not ? 

Mr. Bennett. I do not recall that it was millions of feet, but cer- 
tainly there has been a long history of shortages of irrigation water 
throughout this area. 

Mr. Hatey. There has been a shortage of water ? 
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_ Mr. Bennett. For irrigation purposes, throughout this area; yes, 
sir. 

Mr. Hatry. Now was not the testimony here that there was only 3 
years that this irrigation project would have been brought into play 
over that length of time? ; 

Mr. Bennett. The testimony which was made was that when yo 
analyze the Burns Creek addition by itself it indicates that I think 
it was twice in the study period, which ran a little more than 25 year 


100,000 acre-feet of capacity in Burns Creek would be used by the , 


irrigators, as insurance water. 

However, when you have the two reservoirs operating together, yoy 
have the effect of the total capacity being used almost every year, 

Mr. Harry. Nevertheless, Mr. Bennett, regardless of what you haye 
tried to put into the project, it is not a feasible project. based on the 
criteria that has been hitherto used, if it had to stand alone. Is that 
correct ? 

Mr. Bennett. No, I do not think that is correct, if I understand 
your statement. 

Mr. Haey. Let me ask you this: Is it your belief and the Depart. 
ment’s belief that you are operating something in the Department 
down there to build powerplants? And that is what this is. Is that 
the belief of the Department that you are to build huge dams to oper. 
ate powerplants—period ? 

Mr. Bennett. Not necessarily as a sole function, no. 

We have, and I so testified last August, in several instances built 
similar types of reregulating reservoirs. Keswick, for example, that 
is below Shasta Dam, is purely and simply a reregulating reservoir 
to improve the power functions. We have several others of a very 
similar kind. 5 
Mr. Hauey. Let me ask you this: If you build this plant at a cost of 
what—$50 million; is that your estimate? Of course, it will go 
higher than that; you never have come up here with an estimate I 





have ever seen which did not come out to practically twice what you 


had in there. But suppose you built it at that cost, and this project 
had to stand alone, it could never pay even the interest on the money. 
Is that not approximately correct ? 

Mr. Bennerr. If you mean if you take a Burns Creek at a cost of 
approximately $45 million, attempt. to pay out that cost alone at the 
present Palisades rate, it would not pay out in 50 years, that is 
correct. 

Mr. Hatey. Even with the power that was supposed to be kind of 
a side product in these irrigation and reclamation projects, even 
using that, this project would not. carry the interest on the money 
that you borrowed from the taxpayers of America, would it! 

Mr. Bennerr. I think that is a correct statement, but I do not 
believe that this is a correct way in which you should look at this 
particular development. It is not the way in which that. kind of 
development is looked at, even in the utility business. They have 
plants in their system wherein the cost of producing the power and 
energy is above their average. 

Mr. Harry. But they do that. because they have to meet a peak- 
load or something. What is your justification? Can the facilities 
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how present plus, the facilities of pri vate companies out there meet 
the need at the moment of this part of the country in power produc- 
tion ! Bee aa 

Mr. Bennett. Certainly, there is no question about that. As the 

werloads grow, certainly the utilities can expand to meet those 
loads? ey . : 

Mr. Hatey. So you think and it is your attitude and the attitude 
of your Department that you are going to come in here and build 
, powerplant, and that is what it is, even regardless of the fact that 
by your own admission the operation of that powerplant will not 
even pay the interest on the money you borrow. 

Mr. Bennetr. I say if you compute as a single isolated powerplant 

at the existing Palisades rate. That is where the numbers fall, that 
i t. 
Mie: Hater. This same site was there, this knowledge was avail- 
able when you put in Palisades. Why did not the Department come 
in then and tie this to Palisades? Were you afraid that if you did, 
ou would not get Palisades ? 

Mr. Bennett. No, sir; I do not think that was involved in any 
decision to recommend Palisades at that time. Palisades, as con- 
ceived at that time, was adequate to do the purpose, as we saw the 

urposes and the functions at that time. __ 

Mr. Harry. Then, by your own admission, you did not look very 
far ahead, did you ? 

Mr. Bennett. I don’t think that is right; no, sir. We could an- 
ticipate, even at that time, a future need for a lot of things, but 
we did not think it was appropriate, as we do in many cases, to come 
in and ask for things to be authorized which would not be needed 
for several years. 

Mrs. Prosr. Will the gentleman yield ? 

Mr. Hatey. Yes, madam. 

Mrs. Prost. Is it not a fact that the Burns Creek was contemplated 
and discussed at the time Palisades was constructed ? 

Mr. Bennett. That is correct. Asa matter of fact, even the Fed- 
eral Power Commission, in reviewing our report on Palisades, pointed 
out the desirability of a reservoir below Palisades. 

Mr. Harry. Knowing the situation, you did not come in, at that 
time, and recommend the building of this project. 

Mr. Bennerr. No, sir; we did not. 

Mr. Saytor. Will the gentleman vield? 

Mr. Hatey. Yes. 

Mr. Sartor. Where in your report on Palisades can you find the 
evidence to substantiate the statement you have just made? 

Mr. Bennett. The one that we did not recommend Burns Creek 
at that time ? 

Mr. Sartor. No, that in your report on Palisades that you recom- 
mended the reservoir below Palisades. 

Mr. Bennerr. My statement was that in commenting on our Pali- 
sades report, the Federal Power Commission pointed out 

Mr. Savior. Wait just a minute. Let us get you pinned down 
once and for all. The Department never mentioned it. The Federal 
Power Commission recommended, or mentioned, the advisability of it, 
but the Bureau never mentioned it. 

53365—60—_2 
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Mr. Bennett. I think, Mr. Saylor, that is exactly what T just tol 
Mr. Haley—— 
Mr. Sayior. No; that is not, and I would like to have the reporter 
read 
Mr. Harry. I request the reporter to read what the gentleman gaiq 
Mrs. Prosr. The reporter will read the record. 
(Whereupon, the reporter read the record as follows :) 





Mrs. Prost. Is it not a fact, Mr. Bennett, or perhaps Mr. Nelson can Answer 
this, that the Burns Creek was contemplated and discussed at the time Palisades 
was constructed? 

Mr. Bennetr. That is correct. As a matter of fact, even the Federal Powe 
Commission, in reviewing our report on Palisades, pointed out the desirability 
of a reservoir below Palisades. 

Mr. Saytor. I apologize to you, because I did not hear you say the 
Federal Power Commission. But I again reiterate my statement that 
the Bureau of Reclamation, on their own, never made that state. 
ment, until the Federal Power Commission came along and recom. 
mended it, and that was after the Palisades had been approved. 

Mr. Benner. You are certainly correct, Mr. Saylor, we did not 
recommend it. 

Mr. Saytor. Recommend it? You did not even suggest it. 

Mr. Hatey. I want to get this straight in my mind. It is your view 
and the Department’s view that regardless of the amount of reclama- 
tion and irrigation which, in many cases is very minute, it is still the 
views of the Department that they should come to the Congress, under 
the present laws that you have, and recommend projects of this kind! 

Mr. Bennett. I think, Mr. Haley, when a project of this kind that 
serves a multiple function and helps to develop the particular resource 
of the river that that then is a correct statement. 

Mr. Hatey. Even in view of the fact that practically this same 
thing could be accomplished by the building of a reregulating dam, 
if you want to call it that, at a cost of $414 million ? 

Mr. Bennett. As I pointed out a bit ago, we do not. believe that a 
single-purpose reregulating reservoir would accomplish these same 
purposes. 

Mr. Hater. Not all of them; but I mean insofar as your water 
supply—and that is what you keep talking about here on this river. 
It would accomplish the same thing as to the impounding or regu- 
lating of water, would it not ? 

Mr. Bennett. Certainly you could build a small reservoir here 
that would accomplish the straight reregulation of Palisades releases, 
which would permit you to vary the releases at Palisades to a greater 
extent. 

Mr. Hatey. So the real objective of trying to build this project is 
for the power, pure and simple, is it not ¢ 

Mr. Bennett. No; I do not think you can go quite that far, I 
think there are these other objectives that cannot be overlooked. 

Mr. Hatey. Now enumerate some of them. How much flood control 
have you got in this? 

Mr. Bennett. We have no flood control in Burns Creek. 

Mr. Hatey. How much wildlife conservation? How many more 
fish are you going to raise out there, if you build this dam! 
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Mr. Bennetr. Mr. McBroom will get into the matters of fish and 
gildlife a little later. mi 

Mr. Hater. I would like to ask him now. He has testified here, 
has he not, Madam Chairman? 

Mrs. Prost. Did you testify last year? | 

Mr. McBroom. No, madam; I do not believe I did. 

Mr. Hater. Have you test ified so far? 

Mr. McBroom. I do not believe so. 

Mr. Hater. Have you filed a statement ? 

Mr. McBroom. No, sir. 

Mr. Hater. Get that up and tell me how much more fish you are 
going to have out there when you build that dam. I would like to 


Mr McBroom. I can respond to that question right now, Mr. Haley, 
if that is the wish of the committee. There are no fish and wildlife 
benefits in this project. cane 

Mr, Hatsy. I am trying to find out what there is in this propect, 
except’ power. I do not see anything in here, except power. If you 
want to come in here and make a clean breast of this thing and say 
we want to build a power project out there on the Snake River, that 
isone thing. But to come in here under the irrigation and reclamation 
law with a phony like this, I think it is about time they ought to have 
either a house-cleaning or brainwashing job down there in that 
Department. 

do not even think you have authority under the law, at the present 
time, to build this project. And you come up here to try to bamboozle 
the Congress into building something that was never—do you believe 
when they passed the irrigation and reclamation laws that it was de- 
signed to build projects of this kind ? 

Mr. Bennett. I think the Reclamation Act of 1939 certainly per- 
mits projects of this kind, and under that act, several projects of this 
kind have been built. 

Mr. Harey. I reserve the balance of my time, Madam Chairman. 

Mrs. Prost. The gentleman from Pennsylvania ? 

Mr. Saytor. Mr. Bennett, on the 24th of February, 1960, did you 
appear on a panel in St. Louis, Mo. ? 

Mr. Benner, Yes, sir. 

Mr. Savior. Madam Chairman, I would ask unanimous consent that 
the statement which Mr. Bennett made for the power supply panel of 
the National Rural Electric Cooperative Association in St. Louis be 
made a part of the record at this point. 

Mr. Harry. Reserving the right to object—and I will not object—is 
the gentleman going to use this at the moment? What I want to do 
isread it myself. 

Mr. Saytor. I am perfectly willing, but I want to ask the gentleman 
certain questions about his statement. 

Mrs. Prosr. While the gentleman reserves his right to object, does 
the gentleman from Pennsylvania wish to proceed ? 

Mr. Harry. The gentleman from Pennsylvania, if I may say so, can 
have it just in a second. I withdraw my reservation. 

Mrs, Prosr, Is there objection to the unanimous consent. request ? 

Hearing none, it is so ordered. 
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Mr. Saytor. Now, Mr. Bennett, on page 2 of your st 


: atement a 
the following: Ppears 


Economic feasibility is governed more by philosophy than by science. 


I want you to explain to this committee what you mean by that State. 
ment. 

Mr. Bennett. I will be happy to. I think the statement ig gy. 
plained a little further on in the statement. The problems of qo. 
nomic feasibility on almost any type of a development have been chang. 
ing throughout the years. I use an example in that particular stats. 
ment of the situation as between the terms under which a banker 
would have loaned money for house construction many years ago, 

I point out in there at some years back, had you asked for a 30-yeay 
Joan on which to construct a house, you could not have even recejyed 
favorable consideration. However, today, 30-year loans for constrye. 
tion of houses are generally commonplace. That is one aspect of 
changing philosophy on feasibility. 

I talked there of feasibility in its broad aspects. The reclamation 
law itself has changed on feasibility down through the years, The 
original act, if I recall correctly, required a 10-year repayment by 
the irrigators. That, subsequently, was changed. I think the next 
one was a 20-year period. That again was changed in 1939 to permit 
a 40-year repayment period by the water users. 

Subsequent to that time, the Congress has authorized many projects 
with 50-year repayment periods. These are the things I am talki 
about in terms of philosophy of feasibility and it being a changing 
thing. 

Mr. Harry. Will the gentleman yield? 

Mr. Saywor. Yes. 

Mr. Harry. In the meantime, then, Mr. Bennett, there have been 
changes probably in the basic law. 

Mr. Bennerr. I beg your pardon? 

Mr. Harey. In the meantime, there has been a change in the ir. 
rigation and reclamation law ? 

Mr. Bennett. Yes, sir, as I pointed out it has grown from an orig- 
inal concept of 10 years to where the 1939 act now specifies contracts 
of 40 years. 

Mr. Harry. In other words, we did not want to go socialistic all 
at once, just do it gradually, is that correct ? 

Mr. Bennerr. Even subsequent to that time, 50 years has been 
authorized by the Congress in projects. 

Mr. Sartor. Not by law. 

Mr. Bennett. Yes, sir, we have many special acts of Congress on 
authorizing projects that spell out the 50-year period. 

Mr. Saytor. On individual projects, but not in the basic reclama- 
tion law. 

Mr. Bennerr. That is correct, the basic reclamation law gives the 
Secretary authority to go to 40 years on irrigation. 

Mr. Sartor. Now where in the basic law do you find any authority 
for the Secretary to go to 50 years on power? 

Mr. Bennett. The 1939 Reclamation Act limits the Secretary to 
signing a 50-year repayment contract on power. It does not specify 
the time of payout of power facilities. 
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Mr; Saytor. Now just a few minutes ago, in response to a question 
by Mrs. Pfost, you made a great to-do, reached up into the wild 
blue yonder anc came down with a figure of 75,000 to 100,000 acres 
that Were going to be irrigated as the result of construction of the 
Burns Creek Reservoir, as you propose it. I want you to point out 
to the committee where in the Department report is any indication 
that there will be 75,000 to 100,000 acres of new land brought into 
roduction by the erect ion of this reservoir. . 

Mr. Bennett. The basic report on the Palisades project does not 
utilize that number. It simply points out the availability of about 
{45 million kilowatt-hours of pumpingenergy. 

Mr. Sartor. So that there is absolutely nothing in your report 
which has cleared all of the departments that would give you any 
basis whatsoever to come before this committee and tell us that now 
you are going to place in production 75,000 to 100,000 acres of new 
jand. ae ; 

Mr. Bennerr. As I indicated, those figures are not in the report. 
This is an attempt to indicate for the benefit of the committee prob- 
ably about how many acres the 145 million kilowatt-hours could 
grve, based upon our knowledge of pumping heads and things of 
that kind. 

Mr. Saytor. Of course, that does not take into consideration the 
inconsistent position you now find yourself in by having had the 
mayors of several towns in Idaho come here and tell us that they 
wanted to have a}l of this power for their own development, does it 7 

Mr. Bennerr. They do not want this so-called pumping energy. 
They are asking for, and he was testifying on the basis of the so- 
aalled firm energy. 

Mr. Sartor. So that you are going to now tell this committee that 
you are going to put into irrigation 75,000 to 100,000 acres of land 
from nonfirm power. Is that correct? 

Mr. Bennetr. This is not classified as nonfirm power, this is pump- 
ing energy that is available every summer for that purpose. It is 
not firm because it is not there in the wintertime, but it is firm power 
for pumping purposes. 

Mr. Sartor. Now, Mr. Bennett, some time ago, you became a rather 
contreversial figure because you made the statement that you thought 
that there was a public utility obligation as far as the Federal Gov- 
emment was concerned in supplying power. Is that correct ? 

Mr. Bennerr. Mr. Saylor, I attempted to answer that to the best 
of my ability as clearly as I could during the hearing before this com- 
mitteein August. I will be most happy to repeat that. 

We do not feel that we have what has been termed a utility respon- 
ibility. I think this is obvious. If we had such a feeling, if we had 
had it down through the years, we would have been in the process of 
trying to construct steamplants. Right at the present time, for ex- 
ample, in the Missouri River Basin, we have been limited there on our 
allocations of Federal power available from the hydroplants to al- 
eating to the customers only 83 percent of their anticipated 1963 
load. If we thought we were in the utility business, we would have 

n trying to secure authority to construct steamplants to meet the 
needs 100 percent. We have not done that, we do not contemplate 
doing that. 
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Mr. Saytor. The reason I ask that question is, while that may }y 
your statement and belief, every time anybody comes around and trig 
to ask you to explain your position of building the Burns Creek ppg. 
ect and selling the power at a loss, you always come back with th 
answer that public utilities do it. So that despite your now denjaj 
of the fact you do not have that philosophy, you continually come bag, 
to it inevery answer that you give to this committee. 

I would like to ask you to comment on this statement : 

A plan of sale from an all-Federal development at a pooled rate is undoubt 
acceptable operating procedure but in diluting the loss represented by the dj 


ential of more than 7-mill cost and 5-mill pooled sale price, the only result is jy 
make the loss less obvious. 


edly 


I would like to know whether or not you agree with that statement 
Mr. Bennett. If I understood the statement, I do not think it wa 
one I made. 
Mr. Sayzor. I did not ask you whether you made it or not, I asked 
you to comment on that statement. 


' 


| 
| 


ffer. | 


: 
Mr. Bennett. I am not exactly sure, whoever made the statement, | 


what they were trying to get to. I think what this type of rolled-iy 
cost does is well illustrated by the very example before us, Bums 
Creek and Palisades. The effect of adding to the Palisades systey 
at Burns Creek and pooling of the costs has the effect of lengthening 
the payout period of the Palisades. I do not know whether you term 
that a loss or not, 


— 


We had, as you recall, a great deal of testimony on a somewhat sim. | 
ilar situation in connection with the Trinity. The effect, if you want | 


to look at it, from that angle, is that without the addition you can at 


some period of time accumulate what is generally called a surplus, if | 


you put the addition on that surplus over the same length of time ke. 


comes less. I do not think it is an effect of hiding a loss. I think, asa | 


matter of fact, the figures actually bring out exactly what happens | 


when you do this. 

Mr. Sayucr. Well, that statement that I read to you was made by the 
Honorable Fred Seaton, before this committee on the hearings on 
the joint development proposals for the Trinity power facilities, Le 
me read it to you again: 


A plan of sale from an all-Federal development at a pooled rate is undoubtedly 
acceptable operating procedure, but in diluting the loss represented by the dif- 


ferential of more than 7-mill cost and 5-mill pooled sale price, the only result | 


is to make the loss less obvious— 
and then continuing he said— 


If ratepayers do not absorb this loss the Central Valley project in its entirety 
will. There is no alchemy in this pooled rate which can, or will transform a loss 
into a gain. 


Now, substituting the word Trinity for Burns Creek, how can you 


justify the Department’s absolute opposition ? 

Mr. Bennett. I think the fact and figures on Burns Creek do show 
exactly what that statement says, that when you add Burns Creek to 
Palisades, it is the system that makes the payment. In other words, 
as I indicated a moment ago, your surplus at a point of time is les 
when you add the Burns Creek than it is when you do not, and I be 
lieve that is the sum and substance of what that statement is saying. 
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Mr. Saytor. In other words, you then concur in the fact that under 
the proposal which the Bureau has brought before this committee, you 
expect to produce this power at Burns Creek and sell it at less than 
cost ! 

Mr. Bennett. Measured in terms of an isolated Burns Creek, that 
iscorrect. We would propose to sell it at a system rate. 

Mr. Sartor. All right. I think the record is clear that power pro- 
duction at Palisades project is entirely incidental to the operation 
of that reservoir for irrigation and flood control. Do you agree with 
that statement ‘ 

Mr. Bennerr. I think that is correct. The primary function of the 
Palisades project was to supply irrigation water. It does, neverthe- 
less, provide a very Important power funct ion. ; ; 

Mr. Sartor. All right. Now, Assistant Secretary Aandahl, in his 
letter of September 26, 1958, to Congressman John Taber, confirmed 
that statement and went further and made this statement : 

The Palisades powerplant could not be operated in such fashion as to create 
downstream surges detrimental to irrigation. 
Doyou agree with that statement ? 

Mr. Bennetr. Yes, sir. 

Mr. Sartor. Has the Palisades powerplant, since it went into op- 
eration, been operating under a criteria that the daily variation of 
water releases from the power operation is limited to 1,000 cubic feet 

r second ¢ 

Mr. Bennett. I think, as I recall, the 1,000 second-foot figure is the 
nonirrigation season limit. The irrigation releases control during 
thesummer months. 

Mr. Sartor. If this Palisades project has been operated in accord- 
ance With the criteria which you have furnished to this committee, 
and to the other committees of the House, is it true that the releases 
do not create downstream surges detrimental to irrigation ¢ 

Mr. Bennerr. Under the present method of operation, that is 
correct. 

Mr. Sartor. Allright. Under this criteria, what would be the max- 
imum daily variation in water level at Heise during the irrigation 
season ? 

Mr. Bennerr. What would be the maximum permissible variation. 
What we try to do at the present time is to keep the flow relatively 
constant and try not to ‘aie variations during the irrigation season. 
That is why we cannot obtain the best type of a power operation at 
Palisades. 

Mr. Saytor. Therefore, the variation at that point would be very 
little, is that correct, during the irrigation season ? 

Mr. Bennetr. That is correct. 

Mr. Sartor. Under this criteria, what would be the maximum daily 
variation in the water levels at that same spot during the winter 
months ¢ 

Mr. Bennerr. During the winter months, you do not have to hold 
quite such a tight schedule and the variation runs possibly a foot in 
level. 

Mr. Sartor. If this Burns Creek project is authorized, as the Bu- 
reau has proposed, do you propose to operate it as a power facility 
under the same criteria as are in effect for Palisades? 
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Mr. Bennett. That is our intent. By releasing the water at th 
same approximate rate out of Burns Creek, then you can release 
varying rates out of Palisades. 

Mr. Sartor. Will not, therefore, the daily variation in the dow, 
stream water levels be the same with the Burns Creek operation a3 
they are in effect with the Palisades operation 4 

Mr. Bennerr. That certainly will be our objective. 

Mr. WestLanp. Will the gentleman yield ? 

Mr. Sartor. Yes. 

Mr. Westianp. With the Burns Creek reregulating reservoir, woul 
it not be a fact that the Palisades power project could be operated 
more efficiently ? 

Mr. Bennett. That is correct, that is the point I was making, 
moment ago. 

Mr. Saytor. Have you made it clear to the irrigators downstream 


that there will be no difference in the water levels during the irriga- | 


tion season, whether Burns Creek is constructed or not? 

Mr. Bennett. Yes, sir; there have been several meetings with the 
downstream irrigators at which these items have been explained. 

Mr. Saytor. Have you also made it clear to the people who ar 
irrigating downstream from the Palisades that the surplus power 
revenues from Palisades will have to be utilized to pay the interest 
costs of the Burns Creek project / 

Mr. Bennett. Yes, sir, these items have been discussed at great 
length with the water users. 

Mr. Saytor. Have you any press releases that you can show to this 
committee in which you have made this disclosure to the people in 
that area ? 

Mr. Bennett. I do not recall any press releases we have made on 
this, but we have, of course, furnished the water users with copies 
of the report to show these things very clearly, and as I say, we have 
explained it to them. 

Mr. Sartor. Of course, you have shown these releases together 
with your sales force out there to tell them what a great project this 
is and how they are going to get a lot more cheap power. Is that 
not what you have shown them ? 

Mr. Bennerr. I would question very much if we put it in that 
light. I think we have simply tried to explain to them exactly what 
the facts are, and what would flow out of the project. 

Mr. Sartor. Can you show us anywhere that you have told the 
people that if this Burns Creek project is built, as proposed by the 
Bureau, that the potential $32 million which the Bureau of Reela- 
mation has told this committee will be available at the end of the 
payout period, which could be utilized for additional irrigation bene- 
fits in that area, will be wiped out ? 

Mr. Bennerr. I think, Mr. Saylor, Mr. Nelson, who has been at 
all of these meetings with the water users, can tell you in detail every- 
thing which they have covered in those meetings. 

Mr. Saytor. I want to know from either one of you two men 
what day you got up and told anybody in that area that the $2 
million, presently available under the plans of the Bureau for the 
additional irrigation benefits, will be wiped out if the Burns Creek 
project is authorized. 
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Mr. Neson. We appeared, by invitation of the water users, at 
the annual meeting of Water District 36. That represents 100 canal 

anies. Each year, on the first Monday in March—it generally 
alls about March ¢—at each and every year since the project report 
ame available, we have been asked to explain the status of the 
roject, and we do, sir, provide to the water users a copy of the 
then current payout schedule. I would have to say in all honesty, 
that we do not single out this figure or that figure. We have not 
nid specifically that there was a $35 million surplus one year and 
there 1s not some other year. I wish to point out there that when 
Palisades was originally authorized, the payout period then esti- 
gated at 56 years, with an indicated surplus of $400,000 at the end 
of the payout period for the then estimated power rate. 

That has changed each and every analysis, as the cost of Palisades 
itself became finalized and, of course, when the Burns Creek report 
ms integrated with Palisades, it changed again. 

Mr. Hatey. Will the gentleman yield night there? 

Mr. Savior. Yes. 

Mr. Hauey. I just want to ask this: I have heard this word “final- 
ed,” “finalized”—is that more of the gobbledygook we get from 
down there? I know it was supposed to mean “all through.” I 
wean we had a bill up here not too long ago, where you were going 
iofinalize some positions you had created. I thought finalized meant 
that you had finished everything but you were finalizing these posi- 
tions, but: finalizing by putting more people on. I am just a little 
onfused about this bureaucracy talk you have down there of final- 
ing something. Is it final or in the case of the positions you were 
creating you were establishing them, and finalizing them by putting 
them allon. I just wondered. 

Mr. Saytor. I think I can even answer that. They answered it 
themselves, well, in that project up in Colorado which they started 
and then it increased about 10 or 12 times above its original estimated 
cst and after it had cost about 12 times what they originally esti- 
mated, the Bureau of Reclamation went ahead and published a nice 
booklet and, believe it or not, they told the people that after costing 
12 times what they originally estimated, it worked. It came with 
such a shock, they had to notify the world that it worked. That is 
how final they are down there. 

Mr. Hatey. That explains finalizing to the gentleman from Florida. 
I just wanted to kind of get my thinking straightened out a little 
bit. At one time, you were supposed to be finishing with something 
when you use the word “finalizing,” and the next time you are putting 
200-and-some-odd people in new positions, and you finalize that. So, 
Tam still just about as confused as I was. 

Mr. Saytor. I would like to ask you whether or not the Bureau 
of Reclamation, in looking at this project, feels that the future de- 
velopment of power by the Bureau in the area and the use of the 

uisades revenue to pay for that power is in your opinion more im- 

rtant than the use of that money for the development of irrigation 

nefits in an area which has no power shortage. 

Mr. Bennerr. I think with the Burns Creek added to the Pali- 
sades system, you have the net. effect, at the end of the payout period 


of having more revenues available on an annual basis, which could 
58365603 
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be used for irrigation assistance than you have without it, It be. | 
comes a question of a matter of timing. Now we have already takey 
into account, under the authorizing act for Palisades and the autho. 
izing acts for Michaud Flats project and the Fort Hall Indian par 
of the Michaud unit, those elements of irrigation assistance that q 

charged against Palisades. Those are a part of the payout study 
And they are in and will be paid for as the necessity arises, ’ 

Mr. Saxyxor. And, of course, Mr. Bennett, they are the non-jp. 
terest-bearing features, and you have postponed their payment ung 
theend. Isthat not correct. : 

Mr. Bennert. That is correct; the authorizing act for Palisade 
and Michaud Flats points that out. The law says, after the payoy: 
of the Palisades project, the net revenues shall then be used to retin 
the irrigation assistance beyond the ability of the water users to pay 

Mr. Sartor. What you are doing by coming in with this project 
is postponing way into the future the date when those features which 
do not pay interest will be paid. 

Mr. Bennett. If you make a direct comparison of what Palisades 
could do by itself and what it could do with Burns Creek added then 
the effect 

Mr. Sartor. No. 

Mr. Bennett. Iam coming to the end. 





~ : : » ; } 
Mr. Saytor. Just a minute. Use the words “What Palisades can 


do” because Palisades is in being. Now what Palisades can do and 
then what, you could do with it if you harness on this monstrosity that 
you are coming up here and asking us to authorize. Now with that 
differential would you answer the question ? 

Mr. Bennett. | see the point. The point I am trying to make js 
the very same thing which I indicated a while ago that the effect of 
adding Burns Creek is to reduce the amount of surplus that is avail. 
able out at a particular point of time. But at the same time, you ar 
returning those costs which are already assigned by law to be paid 
out of the Palisades revenue. 

Mr. Sartor. Now, let us look at Palisades as presently in open- 
tion. In the December and January winter season, which is your 
lowest waterflow in that area, under the most adverse conditions, 
what does the Bureau figure the average output of kilowatts for 
Palisades? 


! 
Mr. Bennett. I would like to answer that on two different bases, 


and I will tell you why. Under the conditions which prevailed prior 
to September 1959, we based our output, our salable power of Pali- 
sades on the basis of the adverse period of runoff, which is that occur- 
ring in the period 1934-35. Under those kinds of extreme flow condi- 
tions, which limit the amount of firm power that we can sell or could 


have sold under those conditions, we compute the sales total at a little | 


over a billion kilowatt-hours. Now, I think it might be more mean- 
ingful if we could express that in terms of kilowatts. The reason I 
say that is because in September of 1959, we entered into whats 
known as an integration contract with the Idaho Power Co. Now the 
effect of that integration contract is that the Idaho Power Co. agrees 
to supply us with the amount of power that is the difference between 


what we could get under a 1936-37 dry period, rather than what we | 


could get under 1934-35 period. 
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In a nutshell, that permits us to sell an additional 30,000 kilowatts 

ower by virtue of that integration contract. So, you have a 

of firm p y S : = st 

difference as between today and between prior to September of 1939 is 
the point Tamtry ing to make. 

Mr. Savior. Will you answer my question now, and tell me how 
many average kilowatts you would have been able to produce from 
Palisades alone ? im 3 

Mr. Bennett. In the critical months of the critical year, we could 
produce 26,700 kilowatts. ; 

Mr. Savio . That is your peak generation ? : 

Mr. Bennett. No; that is the minimum month, November, of the 
critical year. ‘The peak month in that same kind of a year is 131,100. 

Mr. Sartor. Now, if you built a reregulating reservoir at the Burns 
Greek site, what will the peak capacity be of Palisades during that 
same period of January and February in the most adverse conditions ? 

Mr. Bennett. Assuming a reregulating reservoir adequate to per- 
mit unrestricted Palisades releases then in November the peak capa- 
bility would be 57,500 kilowatts. In the maximum month, it would 
be the same ; 131,100. 

Mr. WestLanp. Will the gentleman yield ? 

Mr. Sartor. Yes. 

Mr. WestLanp. You had added 30,000 kilowatts to your minimum 
figure ? 

Mr. Bennett. Yes; we have. 

Mr. WestLanpb. That figure you gave was the kilowatts that were 
going to be provided by Idaho Power. Are you sure of that figure you 
have just given the gentleman from Pennsylvania ? 

Mr. Bennerr. The figures we have just given you excluded the inte- 
gration contract. 

Mr. WestLAnb. But they are the same ? 

Mr. Bennett. In the peak months. 

Mr. WestLANnb. No; we are talking about the minimum months. 

I think you added 30,000 kilowatts to the figure you had given as 
your minimum in your critical year. 

Mr. Bennerr. Under the integration contract ? 

Mr. WestLanp. Yes. 

Mr. Bennett. That is correct. 

Mr. WestLanpv. You have also added 30,000 to your minimum figure 
under the question that Mr. Saylor has asked in how would Burns 
Creek reregulating reservoir assist the Palisades. Is that just coin- 
cidence ; the figures happen to be the same? 

Mr. Bennerr. Yes. That is coincidence. The one is the difference 
between 26.7 an 57.5, which is 30,800. The other is a 30,000 figure. 
The 80,000 integration is a system gain because involved in there are 
the present plants at Minnidoka and the Boise project. It is just by 
coincidence one is 30,000 and the other is 30,200. 

Mr. Westnanp. All right. Thank you. 

Mr. Sayzor. If that is the case, what is the value of this peaking 

wer for kilowatts? In other words, you have increased it now 

y 30,000 kilowatts. Is it worth about $15 a kilowatt ? 

Mr, Benwerr. I am trying to get back in my mind what that rate 
structure is there. In terms of value, I do not really know how to 
express it. What we get out of the 30,000 is the ability to sell as firm 
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power and energy that additional 30,000 coupled with its SSOciated | 
energy at load factor at the existing rates, which is a combination of | 
a capacity charge and an energy charge. 

Mr. Sartor. I think if you will figure it out on the basis of gis 
you will find that you have there a potential increase from Palisades 
alone with a reregulating reservoir of $450,000 a year. If that ig th 
case 

Mr. Bennett. You mean if we sold the 30,000 kilowatts 
peaking capacity ? 

Mr. Sartor. Straight power. You have got that plus the 
tion which is the statement you just made. 

Mr. Westianp. Will the gentleman yield? 

Mr. Sartor. Yes. 

Mr. Westianp. As I understand it, it would only be for a short 
period. In other words, it is just for a couple of months when yoy 
are at your minimum flow. 

The gentleman from Pennsylvania, I think, is projecting that for 
a full year period. 

Mr. Saytor. That is right; using the minimum figure. 

Mr. Westianp. Well, it does not work that way. In other words, 
as the flow increases, then that 30,000 kilowatts that you might use 
at. the time of your minimum perhaps would not be needed. Is that 
correct or not? 

Mr. Bennett. The effect of having the 30,000 kilowatts is really 
to permit you to firm up your winter power. I think that is what 
you are saying. 

Mr. Westianp. Yes. 

Mr. Bennett. That is right. 

Mr. Saytor. I want to know what that is worth. 

Mr. Bennett. The one measure of its worth is that it increases the 
net revenue at Palisades about $100,000 a year. 
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Now, the $100,000 figure or slightly less than that, I do not recall | 


the exact. number, is a pro rata share coming from the 30,000. In 
other words, we have had to assign some of it to Minidoka, some to 
Boise, and some to Palisades, but it is in the system. But the assign- 
ment to Palisades is approximately $100,000 a year increase in net 
revenue. That is one measure of its worth. 

Mr. Sartor. Madam Chairman, I would like to have the witness 
figure that out and have it ready for us by tomorrow’s meeting. 

Mrs. Prost. Can you do that, Mr. Bennett ? 

Mr. Bennett. I did not hear it. 

Mrs. Prost. Repeat it, please. 

Mr. Sartor. I would like to have you figure out what you are going 
to do with the $100,000 and what you do with the rest of the money 
from this power, using the hypotheses that I am giving you. 

Mr. Bennerr. We can certainly show you how the hundred thou- 
sand comes into being, how the gross revenues are increased and how 
the net is increased. 

Mrs. Prost. You will have the material ready by tomorrow? 

Mr. Bennett. Yes, madam. 

Mr. Sartor. This could be accomplished by a reregulating reservoir 
downstream at Burns Creek or some other site. 
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Mr. Bennett. No, sir; no. This could not be accomplished by that. 
What the integration contract does is to permit us to use a less- 
adverse period of waterflow. 

Now, you can assume that the Burns Creek would also be added to 
theintegration contract or you can assume it would not. 

We have not discussed with Idaho Power whether they would want 
io extend the present contract to include Burns Creek if it were con- 
gructed. They are two different things. 

At the present time, the integration contract applies only to the 
gathern Idaho system, which includes Palisades, and in that system, 
it permits us to compute the power on the basis of a somewhat better 
¢reamflow. can say it another way: it permits us to include the 
sme adverse period in the Snake River Basin that is now being used 
inthe Columbia River Basin. 

This comes about, I understand, because of the fact with Idaho 
Power tied in now to the Bonneville system, it permits us to use the 
Columbia Basin adverse period rather than the Snake River adverse 
period. But it is completely apart and separate from what Burns 
Creek could do. With Burns Creek you could add still to what you 
now have under the integration contract. 

Mr. Savior. The last question that I asked you had to do with the 
operation of Palisades alone with a reregulating reservoir. 

Mr. Westianp. Will the gentleman yield ¢ 

Mr. Sartor. Yes. 

Mr. WestLann. That is my understanding, too, Mr. Bennett. 

There have been several questions asked you about what benefits 
would accrue from Palisades as the result of the construction of a 
reregulating reservoir. You have said there were benefits, that Pali- 
sades could be operated more efficiently. 

In response to Mr. Saylor’s one question, you came up with approxi- 
mately 30,000 kilowatts. Maybe you did not mean it that way, but 
what Mr. Saylor is trying to get at is what benefits accrue to Palisades 
by the construction of a reregulating reservoir and how much does it 
amount to. 

Isthat not correct ? 

Mr. Sayvor. That is correct. 

Mr. Bennett. I think again if I understand the question, the answer 
to that is what we gave a little bit ago, that, by having Burns Creek 
added to Palisades, you improve the Palisades operation by that figure 
of roughly 30,200 kilowatts in the winter months. 

Mr. Sartor. Which you say amounts to about $100,000. 

Mr. Bennett. No. 

Mr. Sartor. No? 

Mr. Bennerr. The $100,000 is associated with the 30,000 kilowatts 
added by the integration contract which has nothing to do with Burns 
Creek. 

Mr. Saytor. If you get 30,000 kilowatts by integration—and we 
have heard a lot about that in the last several weeks—— 

Mr. Hatey. Amen. 

Mr. Saytor. And you get 30,000 by building a reservoir, why would 
not one work the same as the other ? 

Mr. Bennett. In terms of the rate schedule which we set up, they 
are the same ; they both come in under the same rate structure. 
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Mr. Saywor. That is all, Madam Chairman. 

Mrs. Prost. The gentleman from Texas. 

Mr. Rurnerrorp. I have no questions. 

Mrs. Prost. The gentleman from Washington. 

Mr. Westxanp. I think the gentleman from Pennsylvania has pretty 
well covered this. Was not this project originally proposed as mere); 
a reregulating reservoir ? Y 

Mr. Bennett. No, sir; it was not. This is a matter we were dis. 
cussing a little earlier. In our original Palisades report, we did not 
mention a reregulating reservoir. The Federal Power Commission 
did point out in its comments, the probable advantages of a reregy- 
lating reservoir. 

Now, subsequently, when the water users had oversubscribed Pal. 
sades and the need for additional irrigation storage became obvioys 
and when it became fully obvious you could not get the best operation 
out of the Palisades, we did look at and study a single-purpose reregp. 
lating reservoir which had the sole function of permitting us to vary 
the releases at Palisades and reregulating them downstream so we 
could have a fairly constant release to the water users. But that was 
not a proposal made by the Bureau. 

Mr. WestLanp. I did not mean it quite that way. As I understand, 
the legislation was introduced to merely provide for a reregulating 
reservoir and then the Bureau came up with the proposition that there 
should be power along with it. 

Mr. Bennett. I am not aware of any legislation that was intro 
duced for a straight reregulating reservoir. 

Mr. WestLanp. Well, I will call the attention of the committee to 
a statement by Mr. Budge, which perhaps I am misreading, but he 
says, 

At that time I introduced a bill to authorize the construction of a Burns Creek 
reregulating reservoir and to authorize the construction of a storage project 
referred to by the Bureau as the Narrows project. 

Perhaps 

Mr. Bennett. The Narrows project is a reservoir and damsite in 
Wyoming above Palisades; and I think it is correct, Mr. Budge did 
introduce a bill on that project but it has never come to hearings. 

Mr. WestLanp. It was called the Burns Creek Reregulating Reser- 
voir but it was not in the same location, is that what you are saying! 

Mr. Bennett. It was a completely different dam and completely 
different location. The Narrows is upstream from Palisades; Burns 
Creek is downstream. 

Mr. Westianp. Perhaps he misstated it at that time. In other 
words, then, this Burns Creek project has always been a power project; 
is that right ? 

Mr. Bennett. There has been no change in the conception of the 
Burns Creek since our original report. 

Mr. Westianp. That is all. 

Mrs. Prost. The gentleman from North Dakota. 

Mr. Burprcx. Mr. Bennett, could you tell me what the starting 
point is on the repayment for the power portion of this project, com- 
pletion of construction, or when ? ' 

Mr. Bennetr. At the time the units become revenue-producing. 

Mr. Burorck. Is that the starting point ? 
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Mr. Benner. Of the 50-year repayment period, yes. 

Mr. Burpicx. What is the starting point of the repayment of the 
irrigation aspect : | 

Mr. Bennett. Under the, let us call it, a basic study, we started— 
this includes Burns Creek. I assume that is to what your question 


Ve started the aid to irrigation in the 55th year of the Palisades 
sudy which is the 47th year of the Burns Creek study. In other 
words, we assume the irrigation investment starts that year at zero 
of Palisades. At the time it was constructed, in other words. That 
ighow you get these particular figures. van 

Mr. Burpicx. Do I understand now that the payout on the irri- 
gation a is to start at the same time the power construction is 
completed ? 

. Bennett. No; I think all I am saying is that under our basic 
ayout schedule, we carry from year 1 through whatever it takes 
to show the payout and in this particular case that comes out with 
all of these costs paid in year 62 of the Palisades, measuring from the 
completion of construction of Palisades. 

Now, that is unrelated to a measurement of a period of years fol- 
lowing which the actual irrigation water may be used. 

On Palisades, there has been no Palisades water as such until this 
year. This is the first year. The water in Palisades prior to this year 
has been that which otherwise would have been stored upstream in 
Jackson Lake. We have moved it down to Palisades in order to get 
operating ahead. Actually, 1960 is the first year that the water users 
will have Palisades water and the year 1961 is the year in which they 
start paying under their repayment contracts. 

Mr. Burpicx. Do you have any evidence or can you give me any 
projection of when all the irrigation aspects will be constructed, all 
of the laterals and canals ? 

Mr. Bennetr. Not completely. The one which we do not know ex- 
actly when it will be completed is the Fort Hall Indian Reservation 
part of the Michaud unit. It is under construction now. I do not 
know what the Indian Service’s program is for completion but I would 
assume it would run over a 4- or 5-year period from now. 

Mr. Burpickx. This is the next question: Assuming that the payout 
period for power started upon the completion of the power aspects and 
the irrigation payout period starts upon completion of the irrigation 
project, would this then pay out under reclamation law in the period ? 

Mr. Bennerr. Let me try and answer that in several ways because 
Tam going to have to make some assumptions. 

You did not put them in the question for me. 

If we assume that each separable feature of the power is paid out 
ina 50-year period and the irrigation costs are to be paid out in 50 
years, starting in 1960—let me put it that way because I happen to 
have those numbers—and assuming an interest rate on the power al- 
location, the present power rate would not make that kind of a repay- 
ment. 

Mr. Burvicx. Mr. Bennett, you are assuming that the repayments 
are to start in 1960 on irrigation. 

Mr. Bennerr. Yes. 
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Mr. Buroicx. Although there may be a number of years el 
fore the irrigation aspects are completed. 

My question is, Suppose the repayment starts upon the completi 
of the irrigation aspects; would it then pay out under present rain 

Mr. Bennett. I would be inclined to say it would not p 
within a 50-year period from the time you completed the ir 
work. 

Let us take the Michaud Flats project, for instance, on which the 
irrigation works are now completed. That would have started the 50. 
yearp eriod a couple of years ago, I think, when we finished that 
However, that would not be concurrent with the time at which the jp. 
rigators themselves paid out. They have a 10-year development Dpe- 
riod plus a 50-year period. But I think I would have to conclude, aj, 
though I do not have an analysis of it, but based on what we have, I 
think it would be fair to say that starting the irrigation payment mp. 
ning, that is the 50-year period running at the time the works wer 
completed the present power rate would not pay out that irrigation 
assistance in that kind of a 50-year period. o 

Mrs. Prost. Will the gentleman yield ? 

Mr. Burpick. Yes. 

Mrs. Prost. Would it be possible, Mr. Bennett, for you to have this 
figure for us by tomorrow—or is that asking the impossible ? 

Mr. Bennerr. We will try. We will have to run a payout study 
on it and I think we can do it this afternoon. We will try it. 

Mrs. Prost, We would appreciate very much having the informa- 
tion. 

Mr. Bennerr. You would want the 50-year period of Palisades, for 
instance, to start when Palisades construction was finished, the same 
thing on Michaud Flats and the Fort Hall Indian Reservation? 

Mrs. Prost. Yes. 

Mr. Bennerr. We will try to get that down by morning. 

Mrs. Prost. It would be very helpful to the committee if you can 
do that. 

Mr. Burpickx. Would you also, if it is not too much work, determine 
if there is a rate increase necessary to make this payout in the period 
provided by law and indicate what increase that would be? 

Mr. Bennett. Yes, sir. I assume you would want that at 3 percent 
or somewhat. 

Mr. Burpick. I want to thank you for your patience and your 
straightforward answers. 

Mr. Bennett. Thank you, sir. 

Mrs. Prost. The gentleman from Minnesota. 

Mr. Lancen. Just one question. May I go back to where Mr, West- 
land was a few minutes ago and make reference to what I know was 
submitted to the committee on several occasions that the first. attempt 
at Burns Creek was with regard to the reregulating dam. I noticed 
you stated in response to that question that somewhere along it be- 
came evident there were further needs for power and irrigation water. 
When did it become apparent there were additional needs? 

Mr. Bennett. I cannot give you an exact date. Let me try to 
answer you in this way: that it became quite obvious as soon as Pali- 
sades went into operation that you could not operate Palisades to the 
best advantage of power production; that there was an opportunity, 
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you please, with some kind of a structure down below to get a better 
operation out of Palisades. 

[think it has been known probably for quite some time that, along 
shout 1962-63, in there somewhere, the ability of the existing Federal 

tin that area would not be sufficient to furnish the growing loads 
of the customers then served. So, in that sense, when talking about 
, need for power, that has been known; those forecasts have been 
nade some time back. 

Mr. Lancen. Of course, the matter of the need for power has not 
jen definitely established in my mind and it is exactly the point I 
ant to bring out, because you say that when the Palisades was com- 

Jeted and went into use it then became apparent. Was not that 
ensideration given in the construction of Palisades? Was not the 
ap roval of the construction of Palisades made on the basis it was 

ing to meet. needs # 

Mr. Bennetr. Yes; that is correct; the needs as they were seen at 
that time. 

Mr. Lancen. And then before—it is only a matter of about 2 years 
since it went into operation, is it not? 

Mr. BENNETT. That is correct; about 2 years. It was authorized, 
however, several years back. 

Mr. Lancen. And almost before it goes into operation we are faced 
with the problem of additional needs. Was there such miscalculation 
inthat determination or how come? I fail to understand. 

Mr. Bennett. The basic testimony on the authorization of Pali- 
sades was back in 1950 and it was designed and it was known at that 
time that it could meet the powerloads of those customers for a period 
of time. Now, actually, the load growth of those customers, which 
are now served by the Palisades power, has been increased. The 
Palisades power which they have under contract now is adequate to 
meet their anticipated load until about 1961-62, in there some place. 

So, what I am trying to say is as the picture was visualized a year 
or two ago, Palisades was adequate to take care of their loads at that 
timeand up until a short time in the future. 

Mr. Lancen. It seems that we have had testimony here that there 
were no great power needs at the moment or even anticipated in the 
future with constructions that are being planned in addition to this 
project, I think, by private power companies. Is that right or wrong? 

Mr, Bennett. I think that is correct. I think the thing that is 
bothering us here is the expression of the need for the power. I do 
not think there is any doubt in anybody’s mind that all of the cus- 
tomers within this area as well as other areas, their loads are growing 
and they are growing rapidly. They will need power, additional 
power over and above what they have starting in about 1962-63. 

Mr. Lancen. One further matter that is not clear in my mind is 
relative to the rates and maybe the additional information you are 
going to furnish will bring that out. It is not clear in my mind just 
what is going to happen to the rate structure here. You have a rate 
structure now, is that not correct, for Palisades? 

Mr. Bennerr. We have rate structure now for Palisades; yes, sir. 

Mr. Lancen, To what degree is that going to be changed under 
the proposal you have ? 
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Mr. Bennett. The information and the testimony that has 
given so far has been based upon there being no change in that rat, 
structure. Now, whether or not there would be a change in that rat, 
structure would depend entirely upon what are the costs of By 
Creek when they are known eliciting construction and under wha 
kind of an act is the project authorized. 

Mr. Lancen. There seems to be a doubt in your mind as to wha 
the rate will be. Is there such a big variation in the anticipated cogs 
it may affect the rate? 

Mr. Bennett. I think the basic question involved is not the cost by, 
it is the terms of the authorizing legislation as to period of years 
required for payout, both of the power and irrigation assistance and 
the interest rate. 

Mr. Lancen. It would certainly seem that they are pretty impor. 
tant factors and that they ought to be predetermined to the degree of 
where we knew whether rates were going to go up or down or whether 
there would be any changes. 

To me, it would seem to be a pretty vital item to know. 

Mr. Bennetr. We can tell you under several different assumptions 
of interest rates with a specific period of years for payout exactly 
what changes would be required in the power rates. ; 

oe Lancen. Will those figures be in those you are going to fur. 
nish ¢ 

Mr. Bennett. They were not asked for but we can furnish them. 


Mr. Lancen. I would think they should be. I would ask that they | 


would be, Mr. Chairman. 

Mr. Roeers (presiding). Without objection. 

Mr. Hatey. Would the gentleman yield ? 

Mr. Bennett, would those figures be at the going rate at which the 
Treasury Department has to borrow money now ? 

Mr. Bennett. We already have them based upon interest rates of 
27/9 percent, 2% percent, 3 percent, 44g percent, and 414 percent, 

We will give you a table and break them all out. 

Mr. Harry. Are we borrowing any money, Mr. Bennett, at less 
than 5 percent at the moment ? 

Mr. Bennett. If I understand the situation correct]y—— 

Mr. Hatery. I ask that in all seriousness, Mr. Bennett. 

Mr. Bennett. I realize that. 

Mr. Haury. We have here before us a request from the administra- 
tion to give them more leeway here and they cannot borrow money 
and they want the leeway up to 514 percent. After all, if that is what 
they anticipate, and I might say maybe contrary to some of the views 
of the leadership, if that is what is necessary to put the Treasury ina 
position where they can manage the national debt, I would be willing 
to go along with them. I certainly think we ought to be realistic in 
this thing. 

If this money is going to be borrowed at 5 or 514 percent, I think 
we ought to have those figures, too. 

Mr. Bennerr. I would hesitate myself to get into this field be 
cause I am not by any means an expert in it, but one understanding 
which I have is that the borrowing which goes on today is that which 
is needed to have cash in hand in effect to pay current bills. It 1s 
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not a long-time borrowing situation, it is a financing short-term type 
ng. 
= er, Will the gentleman yield further ? 

Mr. LANGEN. Yes. eh 

Mr. Bennett. The only point I am making is, the fact that the 
Treasury may have to pay 5 percent or 6 percent or a high rate for 
that kind of financing does not necessarily mean that all of the money 
which is invested in a project of this kind is borrowed money at that 
rateof interest. That isthe only point I am making. 

Mr, Hater. Of course, what is disturbing to me, Mr. Bennett, what 
you are actually doing—and I want to make this observation, if the 
gentleman will yield—I want to make this observation: In the great 

estern States you have a preferred status in many respects. The 
other taxpayers of the Nation are trying to help you in your desire to 
irrigate your lands, impound this water. Now you come here with a 

project, namely, Palisades, and what you are asking the people 
todo at the end of a certain period here when that project would have 
paid into the Treasury or into funds that might be used for further 
development of irrigation and reclamation in the West, with an antic- 
ipated surplus, so to speak, of $30 million, what you are doing, and I 
think some of us are beginning to get a little alarmed about this situa- 
tion, is that you come along and tie on to a project that is sound some- 
thing that by your own admission is not sound and would not even 
pay the interest rate, — 

So, what you are doing, Mr. Bennett or what your Department is 
doing, is depriving the people of these great Western States of $30 
nillion for a long period of time that they would have available to go 
into worthy projects. 

I think the people of the Western States ought to take into con- 
sideration that we do not in some parts of the country receive any 
benefit from this program that you set up there in the 17 Western 
States. 

If you are going to come in here and not use the money that you 
have already paid in on these projects and make us go out and borrow 
additional money, I think somewhere along the line—and I am throw- 
ing this out as a warning to my friends from the Western States— 
somewhere along the line I think the other sections of the Nation are 
going to begin to question the wisdom of that kind of a proposition. 

It just does not seem to me like it is sound in depriving people of 
something at least at the time of construction and at this present 
moment they would have. You are taking that away from them and 
putting it into what is purely and simply a power project. 

I thank the gentleman. 

Mr. Lancen. The gentleman from Florida has developed the point 
very well. 

Thave no further questions. 

Mr. Rocers. The gentlewoman from Idaho. 

Mrs. Prosr. Thank you, Mr. Chairman. 

Thave just two or three short questions. 

r. Bennett, is it not true that the Bureau estimated the Palisades 


roject to cost $76 million and that it was actually constructed for 
3 million ? 
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Mr. Bennerr. I believe those are about the figures; yes, madam. 

Mrs. Prost. Can you give us the reason why this differentiation be. 
tween your estimated costs and the actual costs? 

Mr. Bennett. I think one reason was the fact that the original cogts 
were based upon the construction of transmission lines to deliver this 
power down to the points of delivery, particularly down in the Mini. 
doka area. However, we were able to work out satisfactory wheel} 
arrangements so that the only transmission we built was to Goshen, 

Mrs. Prost. How much did you save by eliminating the transmis. 
sion lines in the area? 

Mr. Bennett. I think Mr. Nelson has those figures all broken ont 

Mrs. Prost. Fine. While Mr. Nelson is looking for those figu : 
I just want to call attention to the fact that not every project has in. 
creased in cost and that Palisades was constructed for less than the 
estimated cost. 

Mr. Sayzor. I think they had better go a little carefully becanse 
they testified on this before and their figures added up to the fact 
that, after they took out everything, it cost more than the original 
estimate, too. 

Mr. Netson. The price for the substation transmission lines not 
built, the estimated cost was $3.8 million. 

Mrs. Prost. Then, Mr. Nelson, was there definitely a saving? 

Mr. Netson. Yes. We had a very favorable bid on the dam, 
Some of the contingency percentages that are always carried on an 
estimate of that kind did not occur, so that the final costs were related 
to final bid prices received and other costs of materials, and so on, 
which came out to be somewhere between $62 and $63 million. 

Mrs. Prosr. Thank you very mnch. 

Now, during the recent hearings this year on the Burns Creek proj- 
ect, some stress was given by representatives of the Utah Power & 
Light Co. on the silting of the Burns Creek Reservoir. 

Isthat aserious problem with Palisades upstream? In other words, 
will Burns Creek silt quickly and thus turn out to be ineffectual for 
storage purposes ? 

Mr. Netson. It just so happens that the upper Snake River water- 
shed is primarily in national forest areas. There is practically no 
silting problem. Burns Creek will have a river level sluiceway which 
will prevent the accumulation of any silt. 

We have, however, measured the silt accumulations from reservoirs 
on Snake River that have been in service for as much as 30 years, and 
the most that we have occurs in our Arrow Rock Reservoir where, in 
something like 30 years, we calculate that we might have lost about 
4 percent of capacity due tosilt. 

This happens to be in an area below some old gold dredging, where 
the covering has been denuded. 

We have made estimates on Palisades and those estimates indicate 
that—and they are based on an analysis of the watershed and some 
erosion rates that have been developed by the Soil Conservation Serv- 
ice, and we have estimated that it would be about 400 years before we 
could lose capacity equivalent to our dead-water pool without any en- 
croachment on the live-water storage. 

That is our reason for saying that we do not feel that silt will ever 
be a problem on our Snake River reservoirs, 
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Mrs. Prost. Thank you very much, Mr. Nelson. 
That isall, Mr. Chairman. : e 
E Ar ‘e any other questions 4 
. Rogers. Are there any 0 ) dad 
= eon Mr. Chairman, I would just like to call attention to 
: fact ‘on page 382 and 383 of the hearings, there is letter from Mr. 
OT Nelson addressed to the Honorable Gracie Pfost. It gives by 
. P > * ¥ ’ 2 a : ° “ . = ’ 3 
ars the evolution of the Burns Creek power project in its relation 
hi to the Palisades. It makes very interesting reading. I recom- 
l pe Se - = : 
a that the members of the committee read it. ; 
_ Rogers. The members of the subcommittee will have to make = 
cir nin ’ , ak an’s recommenda- 
their own minds as to whether they take the gentleman’s rec ¢ 
jon or not. . ees 
Are there any other questions or observations ? 
} r ‘ot : is time. 
r.Saytor. Not at this tim 23 ae ae 
Mr Rocers. The subcommittee will stand adjourned until 2 o'clock 
this afternoon at which time we will continue hearings on the Norman, 
Okla., project. : ae _ 
(Whereupon, at 11:45 a.m., the committee adjourned, to recon 
yene at 2 p.m., the same day.) 
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FRIDAY, MARCH 25, 1960 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON IRRIGATION AND RECLAMATION 
or THE COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Washington, D.C. 

The subcommittee met, pursuant to other business, in the committee 
room, New House Office Building, Hon., Wayne N. Aspinall presiding. 

Mr. AsprnALL. The next order of business is further consideration 
of H.R. 1235 by Mr. Budge and S. 281, a bill to authorize the Secre- 
tary of the Interior to construct, operate, and maintain a reregulating 
reservoir and other works at the Burns Creek site in the upper Snake 
River Valley, Idaho, and for other purposes. 

At the last meeting of the committee, on this particular matter, the 
Department was asked to furnish additional information. So if Mr. 
N. B. Bennett, Jr., Assistant Commissioner of Reclamation, Depart- 
ment of the Interior; H. T. Nelson, Regional Director, Bureau of 
Reclamation, Boise, Idaho, will come forward. Do you wish to have 
anybody else with you, Mr. Bennett / 

Mr. Rernses. I think in terms of completing the information you 
asked for, we do not; but if you want to go into other aspects such as 
fish and wildlife and things of that kind. 

Mr. AsprInaAu. If we need anything else, we will call them up when 
we need them. 


FURTHER STATEMENTS OF N. B. BENNETT, JR., ASSISTANT COM- 
MISSIONER OF RECLAMATION; AND H. T. NELSON, REGIONAL 
DIRECTOR, BUREAU OF RECLAMATION, BOISE, IDAHO, DEPART- 
MENT OF THE INTERIOR 


Mr. Bennett. During the session yesterday, Mr. Chairman, we 
were asked to furnish answers to several different questions, one of 
which was a question asking for a showing of possible adjustments of 
rates might be required due to assuming of different interest rates. 
We have prepared a series of six tables, based upon different types of 
assumptions. In order to prepare tables of this kind, we have to hold 
at least one element constant. In this instance, there has been held 
constant the requirement for repayment of the irrigation assistance in 
a 50-year period starting in 1960. Now 1960 is the year in which 
Palisades water is first available for use by those with contracts for 
Palisades water. 

The six tables then are based upon assumptions of concurrent in- 
stallations of the generators at Burns Creek, and upon deferred in- 
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stallation of the generators at Burns Cree 


k, as would be requj pased 
under S. 821. | 1% be 
In addition, we have made the computations assuming Palisadg jngust 

3. 


el 
1959 
not under the integration contract, assuming Palisades under the ints. First F 


gration contract, and assuming both Burns Creek and Palisades undy ums Crees 
the integration contract. I have a few copies of these tables for th 4 
committee members. There was not time overnight to mimeograph — 
them, or make a great number of copies. 

(Tables referred to follow :) 


Attached are six tables showing power rates for the combined Palisaig. 

Burns Creek development based on a certain fixed 50-year repayment period, - 
within which the irrigation assistance would be repaid, and on various interest 
rates. Also all these tables are based on the assumption that the irrigation 
repayment period will start in fiscal year 1960 which was the year of initig 
use of irrigation storage space in Palisades Reservoir. All interest-bearing 
cost would also be repaid by the end of this 50-year period. 

All the table 1’s assume that the three Burns Creek generators will be plac aq, ____--- 
on the line in June 1965. All the table 2’s are based on the assumption of th Non-Federal | 
delayed installation of Burns Creek generators in accordance with the bill, 8,2, meet 
In this latter case the first unit would be placed on the line in June 1965 and the am Bh 
second and third units in June 1969. [, 

The information in table 1 and table 2 is based on the assumption tha 


i ff ir 
neither Palisades nor Burns Creek will be integrated to take advantage of the D7 perc 
terms of the August 1959 coordination contract with the Idaho Power Co, 1 Der 

The information in table la and table 2a is based on the assumption tha ‘ a per 
at 4% pe 
both Palisades and Burns Creek will be integrated to take advantage of terns 44 per 
similar to those of the August 1959 coordination contract with the Idaho Power 
Co. To include Burns Creek would require additional negotiations with the 
power company. 1. Base 
The information in table 1b and table 2b is based on the assumption that 9 Both 
Palisades only will be integrated under the terms of the August 1959 contract, ‘A st 
In this case Burns Creek generation is figured on the basis of the 193435 Oat] 
critical water year in lieu of the less adverse water year 1936-37 that would 4 Star 
be permitted if the terms of the contract were to apply. ‘ 


TABLE 1 
1. Mar. 20, 1959, study. 


2. Neither Palisades nor Burns Creek integrated in accordance with terms of 
August 1959 contract with Idaho Power Co. 

3. All Burns Creek generators on line in June 1965, 

4, Start of 50-year irrigation repayment period assumed in 1960. 


Interest rates ‘ (percent) 


. 2.7 | 2% | 3 | 4\% | 4y ee 
resent 
MeL tT ee ete ee im 












Firm_...- 
Class of energy (mills per Adjustment required (percent) ee 
kw.-hr.) 4 Sessonal 1 
1.8 | 4.6 | 6.1 | 22.4 | 4.2 Dump... 
Adjusted rates (mills per kw.-hr.) — 
% 
SN ceed tte ts Aneesndndichacgenngigntls - 
Non-Federal pumping. 4 
Project use._..........- F 
Seasonal nonfirm. - - --- 
pe. 0 Io el ei VL 





1 Rates of interest assumed: 
2.7 percent, Water Supply Act of 1958; 
2% percent, Colorado River storage project—Glen Canyon and Flaming Gorge units; 
3 percent, Reclamation Act of 1939; 
4% percent, Colorado River storage project—Curecanti unit (estimated); 
4% percent, Colorado River storage project—Curecanti unit (estimated). 
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i TABLE 2 
‘quired | 4, Based on June 9, 1959, study. 
9, Neither Palisades nor Burns Creek integrated in accordance with terms of 
lisades jngust 1959 contract with Idaho Power Co. 
1e | 3, First Burns Creek generating unit on line in June 1965, second and third 
| te, urns Creek generating units on line in June 1969. 
Under x start of 50-year irrigation repayment period assumed in 1960. 
































for the an J ita 
graph Interest rates | (percent) 
sass a 1 a i 
2.7 | % | 3s | a | 4M 
Present eS 
lis rates , 
ade, Class of energy (mills per Adjustment required (percent) 
Deriod, | kw.-hr.) — chicane 
inter 
ication | Schmekeud 0.9 2.4 15.4 16.8 
initia) 
bearing Adjusted rates (mills per kw.-hr.) 
— a - 
—— |. °° ' 7 2 a ‘ F 
Placed | pm._-.-------- Peete sues ks. 4. 80 4. 80 4. 84 4. 92 5. 54 5. 61 
0 tn- Federal pumping -._............-- 4. 50 | 4. 50 4. 54 4.61 5. 19 5. 26 
. the a... Saleith: ‘ 3. 00 3. 00 3. 03 3. 07 | 3. 46 3. 50 
» 281, tqeemal nonfirm --.............-..-- 3.00 | 3.00 | 3. 03 3.07 | 3. 46 3. 50 
Meee © ns ......................... 2. 00 | 2.00 | 2. 02 | 2. 05 2.31 | 2.34 
——— cnieaainiiiaammide — ene — puneun == 
ND that i Rates of interest assumed: 
of the 2.7 percent, Water Supply Act of 1958; 
Xo. 2% percent, Colorado River storage project—Glen Canyon and Flaming Gorge units; 
ma ; 3 percent, Reclamation Act of 1939; 
D that 4% percent, Colorado River storage project—Curecanti unit (estimated); 
terms 4% percent, Colorado River storage project—Curecanti unit (estimated). 
Power 
th the TABLE la 


th 1, Based on Mar. 17, 1960, study. 
a thet 9 Both Palisades and Burns Creek integrated in accordance with terms similar 





























— to August 1959 contract with Idaho Power Co. 
os 8, All Burns Creek generators on line in June 1965. 
ould 4, Start of 50-year irrigation repayment period assumed in 1960. 
Interest rates ! (percent) 
ms of 2.7 | 274 3 | 44 | 4\% 
| Present | 
rates | = hoi ” a z —_e 
Class of energy (mills per Adjustment required (percent) 
kw.-hr.) eidimeaiadees 
| 
er al 0.2 | 1.1 | 10.7 | 11.8 
x Adjusted rates (mills per kw.-hr.) 
4 — oa See 
eee saeinnhaded 4.80 4. 80 4.81 | 4.85] 5.31 5.37 
Non-Federal pumping.._....._._...___- 4. 50 4.50 4.51 | 4.55 4.98 | 5.03 
RE cota aeinnceccscnmneces 3.00 3.00 3.01 3.03 | 3. 32 3. 35 
“eo Seasonal nonfirm . .....................- 3.00 3.00 3.01 3.03 | 3.35 3. 35 
24.9 St Gtthiciednepeodncéodeeccces 2.00 2.00 2. 00 2. 02 2.21 2.24 
| 








‘Rates of interest assumed: 
2.7 percent, Water Supply Act of 1958; 
2% percent, Colorado River storage project—-Glen Canyon and Flaming Gorge units; 


5.9 3 percent, Reclamation Act of 1939; 

5.0 4% percent, Colorado River storage project—Curecanti unit (estimated); 
a7 4% percent, Colorado River storage project—Curecanti unit (estimated). 
a7 
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TasBLa 1b 
1. Based on Mar. 18, 1960, study. 1, Based 
2. Palisades only integrated in accordance with terms of August 1959 Contry | 9, Palisa 
with Idaho Power Co. qith Idaho 
8. All Burns Creek generators on line in June 1965. 9 First | 
A. Start of 50-year irrigation repayment period assumed in 1960, porns Cree 
$$ | | Start: 
| | Interest rates ! (percent) a 
oe sh 7 | an 
} | a7 21 & 3 4\ , 
Present | BL | . % 
ae eee eee 
Class of energy (mills per | Adjustment required (percent) 
kw.-hr.) I pclae leas itll lieinalhalceigiat ann ( 
i 
0.8 | 2.6 | 3.5 13.5 Mu? 
Adjusted rates (mills per kw.-hr,) 
= = ey ae . l 7 Le 
Firm ue eee 4. 80 | 4.84 4. 92 | 17) sol eo) o— 
Non-Federal pumping. ___._____- | 4. 50 4.54 4. 62 | 4. 66 5.11 | st 
et eS 3. 00 | 3. 02 3. 08 3.11 3.41 14 Firm. - ----- 
Seasonal nonfirm..................... 3.00 | 3. 02 3. 08 3.11 3.41 14 Non-Federa 
Rn Be te Fa condo teesesessscttanes 2. 00 2.02 2. 05 2. 07 2.27 2% —«SProject. ust. 
seasonal nO! 
- = _————$——— Dump..--- 
1 Rates of interest assumed: 
2.7 percent, Water Supply Act of 1958; ‘ae diaiet 
27% percent, Colorado River storage project—Glen Canyon and Flaming Gorge units; ae 
3 percent, Reclamation Act of 1939; 1 pe 
41% percent, Colorado River storage project—Curecanti unit (estimated); j 278 Ot 
4% percent, Colorado River storage project—Curecanti unit (estimated), pig 
8 
44 PD 
TABLE 2a 
1. Based on Mar. 17, 1960, study. Mr. 
2. Both Palisades and Burns Creek integrated in accordance with terms similar | each hi 
to August 1959 contract with Idaho Power Co. rently 
8. First Burns Creek generating unit on line in June 1965, second and thiri percen 
Burns Creek generating units on line in June 1969. ‘hich 
4. Start of 50-year irrigation repayment period assumed in 1960. The 3 
1€ 
| Interest rates ' (percent) purpo: 
ss stssdinieeap lining ap | ae 
27 | ol | 3 | % my River 
Present | mate 
rates ioe ss. peer: PES i Oat 
Class of energy (mills per Adjustment required (percent) of thi: 
kw.-hr.) |_ eae mae River 
| 1.8 4.6 | 6.1 | 22.4 | 4.2 Id 
i a Bd eens sa Iessnnaenasicecleeae 
Adjusted rat ill kw.-hr.) but J 
! sted rates s per kw.-hr. 
- |. . ( pete : a z a ae T a r Mr 
| } 
ite Ae akan et heed eee as 4.80 | 4. 80 | 4. 80 4. 80 | 5.12 5.16 Benn 
Non-Federal pumping-..-..........----- 4. 50 4. 50 | 4. 50 | 4. 50 4.80 48 will | 
RG Oi ore ee at 3.00 3.00 | 3.00 3.00 3. 20 22 h 
Seasonal nonfirm.........-..--.-.- eed 3.00 3.00 | 3.00 3.00 3. 20 32 as t 
Peck oS ccnediedestdekekentakacs 2.00 2.00 2. 00 2. 00 | 2.13 2.15 will 
| | | ° 
It Cos 
1 Rates of interest assumed: M 
2.7 percent, Water Supply Act of 1958; M) 
2% percent, Colorado River storage project—Glen Canyon and Flaming Gorge units; are 1 
3 percent, Reclamation Act of 1939; ; 
4\% percent, Colorado River storage project—Curecanti unit (estimated); 40) Pp 
4% percent, Colorado River storage project—Curecanti unit (estimated). recls 
c 
up f 
that 
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similar 
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TABLE 2b 


Based on Mar. 18, 1960, study. r 
2. Palisades only integrated in accordance with terms of August 1959 contract 
o Power Co. . , 
” a Burns Creek generating unit on line in June 1965, second and third 
ms Creek generating units on line in June 1969. 
7 start of 50-year irrigation repayment period assumed in 1960. 





Interest rates ! (percent) 

















23 2% 3 4% 4% 
Present aaa acer eee ree ae 
| rates z , | 
Class of energy | (mills per | Adjustment required (percent) 
kw.-hr.) | fa JERSE PES tes 3 Saeki lh 
| 
staoieiceauiah sana abaneeds | 0.5 9.0 | 10.1 
Adjusted rates (mills per kw.-hr.) 
BN hs geen a aa Si 
Firm 4.80 | 4.80 | 4.80 | 4. 82 5. 23 | 5. 28 
‘on-Federal pumping 4. 50 4. 50 | 4. 50 | 4. 52 4.91 4. 95 
Nea-Federal —" 3. 00 3.00 | 3. 00 3. 02 3. 27 3.30 
Proje | nonfirm : ; J 3. 00 3. 00 3. 00 3. 02 3. 27 | 3. 30 
aso 2 0 2.00 2. 00 2. 01 2.18 2.20 
Dump..----------- 
sap aS cde eked ie ed had 


| Rates of interest assumed: } 
2.7 percent, Water Supply Act of 1958; _ : ‘ ; aie ws 
94 percent, Colorado River storage project--Glen Canyon and F laming Gorge units; 
3 percent, Reclamation Act of 1939; ; . | , 
4% percent, Colorado River storage project—Curecanti unit (estimated); 
4% percent, Colorado River storage project—Curecanti unit (estimated). 


Mr. Benner. The various interest rates selected for this study 
each have some background. The 2.7 rate is that which would cur- 
rently be certified to us by the Water Supply Act of 1958. The 2% 
percent is that rate under the upper Colorado River project formula 
which is currently applicable to Glen Canyon and Flaming Gorge. 
The 3 percent interest rate is that which we usually utilize for this 
purpose. Four and one-eighth percent is the last interest rate certi- 
fied to us by the Secretary of the Treasury, under the upper Colorado 
River formula. Four and one-fourth percent is that which we esti- 
mate the Secretary of the Treasury is likely to certify by the end 
of this fiscal year, under the formula applicable to the upper Colorado 
River project. 

Ido not know how much detail you want to go into on these tables, 
but I think you will find them helpful. 

Mr. Asprnaui. Let me ask you this question right at this place, Mr. 
Bennett: Which one of those interest rates that you folks will follow 
will pay back to Uncle Sam the amount of money which Uncle Sam 
has to borrow so that Uncle Sam will not lose any money, Uncle Sam 
will not make any money, but Uncle Sam will get back exactly what 
itcosts. Which rate wil] do that ? 

Mr. Bennerr. Mr. Chairman, this gets you off into some aspects that 
are very difficult to answer. For example, at the present time, about 
4) percent of the expenditures on reclamation projects come out of 
reclamation fund. That is the fund, as you well know, that is set 
up for that purpose. So there is a question right off the start whether 
that is or is not interest bearing. If you assume it is not, then that 
eaves you with 60 percent in round numbers of your cost that per- 
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haps is subject to interest bearing. Then, you got off into Questions 
of how much of that 60 percent is derived from long-term borrow 


, i 
or how much is derived from short-term borrowing, by which | an 
3 to 6 months, which is the financing on an annual basis to get egg, 


I am inclined to the view that, considering particularly the ag 
of the reclamation fund, the 3 percent figure is probably that which 
about keeps everything whole. That is about the best. answer [ cy 
givo to you because you have so many complications working togeth 
here. 

Mr. AspinatL. With that assumption, do I understand it is you 
position then, that the reclamation fund, as such, should not be char 
with any interest? That is not put right, but money taken from the 
reclamation fund should not be charged with any interest, 

Mr. Benner. The theory of charging interest on expenditures of 
this kind is that it is money which the Federal Government has tp 
borrow for that purpose. 

Now, they do not have to borrow, of course, the money in the 
reclamation fund, that accrues each year, as deposited in the Thegs. 
ury and appropriated out by the Congress for the purposes for which 
the fund was established. Consequently, it does not seem to me that 
it should be interest bearing in terms of these kinds of computations, 

Mr. Asprnati. Can you sell that idea to the economists of the 
country ? 

Mr. Bennerr. You can get about as many ideas from economists 
of the country as there are economists—— 

Mr. Asprnaui. That is right. 

Mr. Bennett. Ranging all the way from one end of the totem pole 
to the other. Unless you have some detailed questions, perhaps, on 
those tables, I can take up some of the other questions which were 
asked. 

Mr. Asprnati. There is just one thing, Mr. Bennett, that we who 
are friends of reclamation are most desirous of doing, and that is in 
these multiple purpose projects where we are furnishing facilities, 
the costs of construction, which are interest bearing, we are able to 
make good our statement to the Members of Congress that the US, 
Government as such is not furnishing an additional subsidy. It is 
very disconcerting when we have information such as presented to us 
here with interest rates of 2.7 up to 4.25 to be able to make a state- 
ment that is correct, that 3 percent saves the United States whole, 
and how do you justify 2.7 and 2%, and why do you have to have 
some project bearing 41¢ and some 414 in order to make up for those 
bearing the lesser amount of interest. 

Mr. Bennett. Mr. Chairman, I realize there has been a great deal 
of inconsistency in the use of various types of interest rates. I testi- 
fied last August in the hearings on these same bills, that under the 
various acts of Congress which have been passed, and there have been 
a great many of them, which have set forth a formula whereby inter- 
est is to be computed, and those formulas give you in essence the rates 
which are on those tables. Why there should be a difference, I do 
not really know. 
ms AspInatu. Can you tell me how many different formulas there 
are? 
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Mr. BENNETT. There are roughly four. Some of them are only 
slightly different. For instance, the formula established in the Small 
Reclamation Projects ct and that established in the Upper ¢ olorado 
River Storage Project Act, vary but slightly. They do not produce, 
oh, perhaps, an eighth of a percent difference. As I remember, there 
isjust one word different in the act that makes this little slight change. 

Mfr. AsptnaLt. You see when you come up here with a project such 
ss Burns Creek, or Norman, and perhaps it is a little bit more unique, 
and it bears the interest rate provision it does, and then I have to 
refer back to the upper Colorado River program and take care of 
that provision because that was my bill, and I find out that the 
language that was used there was brought from downtown where 
the other language comes from—lI am not saying it comes from your 
Department, because 1 think perhaps it was in conjunction with the 
Bureau of the Budget—causes me to wonder sometimes who is being 
taken and who is getting the ride. The same thing is applicable to 
this question, as you know, Mr. Bennett, from your long experience 
i, the Department, as to the length of the term of payout. The lady 
from Idaho has just had a very fine paper prepared which I have not 
had time to more than just look at. 1 would say a great deal of dif- 
fculty we encounter in these questions on the terms of payout comes 
not only from the members who find a project must be carried over 
for that long term of payout, but it also comes from the fact that the 
people downtown who have engineered and surveyed and made the 
planning report have stated very definitely this could not be done 
unless the 40- or 50-year payout period policy, which we have tried 
to follow, is violated and, therefore, in accordance with the necessity 
of this project, and by virtue of, perhaps, some seniority in Congress, 
we have gone ahead with them. 

The gentleman from Colorado, now speaking, is just as much a 
violator in some respects as some of the others. But, it is such matters 
that makes reclamation difficult on the floor. 

Now, my colleague from Pennsylvania and I disagree heartily about 
the overall program, and, yet, I know one thing, that his idea is that 
if we are going to have the program that we have the best kind of a 
program which we can explain to the Members of Congress so that. we 
donot bring the future of the reclamation program in jeopardy. And 
inthat we are in agreement. We may differ on everything else, but 
weare in agreement on that part of it. 

Mr. Savior. Mr. Chairman, I might say the thing that has dis- 
turbed me over the years is that every time the Department comes up 
here with a project, it is always accompanied with a report that this 
camot be built within the present reclamation law. They always 
come along with a story that we have got to make an exception. We 
have had so many exceptions now that. nobody knows what the rule 
is They have not had the courage, have not had the backbone 
down there all the years that you and I have been in Congress, under 
aly administration, to come up here and suggest the basic law be 
changed. 

Mr. Aspinauu. It is not their fault on the courage aspect because 
vedo not have it up here to hold them to it. I think it is 50-50, 

Mr. Saytor. You see what has happened, Mr. Chairman, is that 
their salesmen have gone out into the field and sold these projects in 
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the area, and then the pressure comes on the individual Members of 
Congress so that while the Members of Congress might not have held 
the Bureau to account, the reason they cannot goes right back to the 
people that work for the Bureau themselves, who have gone out wit) 
their salesmanship and sold these projects in the area. 

We have got some other questions. 

Mr. Asprnatu. Yes, let us go ahead with the question. 

Mr. Saunp. May I ask a question, Mr. Chairman ? 

Mr. Asprnatu. Yes. 

Mr. Saunp. Mr. Bennett, correct me if I am wrong, if I understand 
your statement 40 percent of the money is borrowed from the reclama. 
tion fund, without interest charge, and then 3 percent interest rate 
on the 60 percent will pay off without Uncle Sam having to put up 
anymore. Isthat what you said? 

Mr. Bennett. I do not think that is exactly what I said. 

Mr. AsprnatL. May I say to my colleague from California he used 
the wrong word when he said borrowed from the reclamation fund 
because it is not a question of borrowing. The fundamental law per. 
mits that money which is there to be used. 

Mr. Bennetr. What I was trying to say is that if 40 percent of 
the cost of the project comes out of the reclamation fund and then 
you repay the other 60 percent with interest at 3 percent, you haye, 
in effect, kept the Government generally whole as if—I think I will 
start over again. When you pay the interest-bearing part of this 
project, whatever we are talking about, and let us assume it is al] 
interest bearing, when you pay that at 3 percent, but when you recog- 
nize that 40 percent of it, roughly, is non-interest-bearing out of recla- 
mation fund, then in effect you have come out about whole at the 
end of the payout period. 

Mr. Saunp. Under those circumstances, what rate would you have 
to pay to borrow on long-term bonds? You must have used some basis, 

Mr. Bennetr. Long-term bonds have been selling—— 

Mr. Saunp. I am not talking about what they have been selling, but 
what do you propose to sell them for in order to arrive at that 3 
percent. How did you arrive at the 3 percent figure? You must 
have figured how much it would cost you to sell those bonds. 

Mr. Asprnatu. If my colleague will yield, that is not the way the 
procedure takes place. The Bureau of Reclamation has nothing to 
do with the sale of long-term bonds, the Bureau of Reclamation gets 
its money from Uncle Sam and tries to get the return that would come 
if the money was borrowed at the time the long-term bonds were sold. 

Mr. Saunp. Mr. Bennett said it would be 3 percent. He must have 
made those calculations on the basis that the long-term bond would 
be sold at such and such a price. 

Mr. Asprnati. Mr. Bennett has gone back over a few years and 
projected it into the future a few years and said that 60 percent I- 
terest-bearing money, added to the 40 percent would necessitate 3 
percent in order to pay Uncle Sam, if Uncle Sam had to borrow the 
money ; that is what he said. 

Mr. Saunp. That is all, Mr. Chairman. 

Mr. Asprnatu. Do you want to make any further answer? 
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Mr. Bennett. As I recall, the computation, in setting up an ex- 
ynple you will get somewhat different numbers, depending upon your 
sample. But to give you one, if your project is costing $50 million, 
for instance, and you repay all of that with interest at 3 percent in 


| years, you get about the same answer, as I recall the figures, if you 


ssume 60 percent of it, which is $30 million, at about 414 percent 
wera 50-year period. That is my recollection of the numbers. 

Mr. AsprnaLL. We will go ahead. . 

Mr. Bennerr. Now, we were asked to comment on a computation 
shich indicated that the value of a reregulating reservoir below 
Palisades was $450,000. We assume that this is an annual value and 
isderived by multiplying a stated value of $15 per kilowatt times 
the 30,000 kilowatts which Burns Creek adds to Palisades in the mini- 
num months of the adverse year. 

To arrive at such a figure as $450,000 per year assumes that the 
yided capacity is sold as straight peaking capacity, without energy, 
or at least with a very low load factor. We agree that a sale price 
of $15 per kilowatt for this type of power is a reasonable figure. 
However, the 30,000 kilowatts which Burns Creek adds to the mini- 
num month is not peaking capacity in that sense. It is simply firm 

wer with which there is energy at system load factor and as such 
itean be sold under the market load curve. 

Qn the other hand, according to the testimony of Mr. Naughton, 
president: of the Utah Power and Light Co., no market exists in this 
area for straight peaking capacity. The statement on which we were 
asked to comment seems to go to a reregulating reservoir, without a 
powerplant. In our study of such a proposal, we were seeking a 
neans of obtaining additional Palisades power by an ability to operate 
Palisades with a fluctuating release. The added power so obtained 
is that which would better permit. Palisades operations to meet load 
characteristics and is not power which, under other conditions, could 
sold at straight peaking capacity. 

Now I have had to make some assumptions here because I was not 
fully aware of the background of the particular computation. But 
it seemed to us from the statements that had been made, that the 
assumptions we made here were reasonable. 

Mr. Saytor. Mr. Chairman, I am the one that asked that question 
yesterday, and when I tried to develop those facts as to the potential 
of the Palisades project, under the most adverse water conditions of 
reeord, and the effect of the single-purpose reregulating reservoir 
mthe use and value of Palisades power output. 

Now again I want to ask you this: Is it not true that during De- 
ember and January, winter season, and under the most adverse water 
conditions Palisades project is limited to an average output of 17,000 
kilowatts and the peaking generation of 26,700 kilowatts? The rea- 
sn I want that is because yesterday you told me those figures were 
hot correct. 

Mr. Bennerr. The figures which we gave yesterday on the adverse 
year, the minimum month was 26.700 kilowatts, as I remember. 

The 17,300 to which you refer there is the Burns Creek powerplant 


in December of 1935, which is next to the minimum month of the 
minimum year. 
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Mr. Sayitor. Now, you furnished to the Federal Power Commis. 
sion these figures. I want to know whether or not you are furnish, 
ing us with one set of figures and the Federal Power Commission 
with another set of figures. 

Mr. Bennerr. These are coming from the tables which we fy. 
nished to the Federal Power Commission at their request. 

Mr. Saywor. In that you said that under the most adverse Water 
conditions there was between 16,000 and 17,000 average kilowatts and 
that the peak generation would be limited under Bureau Operation 
criteria to 26,700 kilowatts. 

Mr. Bennerr. Yes, that is the 1934 year and the month of De- 
cember. It happens to be the same in November. January, Febry. 
ary, and March, 1935, are all the same. , 

Mr. Sartor. All right. Now, I want to ask you, again, could not 
the peaking capacity of Palisades be increased during the December. 
January period to over 60,000 kilowatts by constructing a single-pur. 
pose reregulating reservoir with a capacity of not more than 17,699 
acre-feet? The reason I ask you for this information is that yoy 
furnished to the Federal Power Commission figures which show the 
minimum peaking capacity of the Palisades project to be 69,500 kilo. 
watts in October of the most critical water period and 67,500 kilo. 
watts in December of the most critical period. 

Mr. Bennetrr. The figures which we gave the Federal Power Coy. 
mission, which is table I which is the unrestricted operation of Pali- 
sades with Burns Creek, has in this same year of 1935 and the mini. 
mum month, which in this case comes out as September, October, and 
November, 57,500 total peaking capability or theoretical capacity, | 

Mr. Aspinauu. Will you restate your question, Mr. Saylor, the | 
first. question you asked, so that we can get an answer ? 

Mr. Savior. My question is, would not the peaking capacity at 
Palisades be increased during the December-January period to over 
60,000 kilowatts by the construction of a single-purpose reregulating 
reservoir with a capacity of not more than 17,000 acre-feet / 

Mr. Bennerr. When you talk about the 17,000 acre-feet reregu- 
lating reservoir, without a powerplant, then it gets very difficult to 
give you a precise figure of that kind, because the thing which you 
are doing in that event varies. I have the table here, if I can find 
it. 

We tried to reduce this situation to a usable capacity basis consid- 
ering available energy and we found it almost impossible. Now, | 
what we found by virtue of the 17,000 acre-foot. reregulating reservoir, 
without a powerplant, was that it permitted us to obtain an average 
of about 34 million kilowatt-hours on peak. This is simply an in- 
proved operation at Palisades. We were unable to reduce that back 
to a meaningful capacity figure because it varies all over the place, 
month by month, and year by year. So I do not think you can geta 
straight factual answer to that kind of a question although the 
theoretical capability does become 57,500 kilowatts. a 

The material which we furnished to the Federal Power Commission, 
table I, went to a Burns Creek with a powerplant and unrestricted 
Palisades releases which gives theoretical capability without regard to 
available energy, and I think this is where we are having our difficulty. 

Mr. Saytor. Mr. Chairman, in order that the record may be clear 
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on what the question of what the potential output and capacity of 
the Palisades project 1s, I ask that the Bureau furnish the figures to 
ip inserted at this place in the record to show the generation at Pali- 
gies expressed in average kilowatts for each month of the most ad- 
verse period of record, that is 1934 and 1935, and also the maximum 

aking capability of the Palisades project, based on the minimum 
head during each of these months. 

In addition, I ask the Bureau whether or not the following de- 

ndable capacity figures, and the footnote, of the Palisades under the 
nost adverse water conditions are not those reported to the Federal 
Power Commission, under date of May 21, 1959. 

July of 1934, 131,000 kilowatts; in August, 104,000 kilowatts; Sep- 
tember, 74,500 kilowatts; and in October, 60,500 kilowatts: in Novem- 
ber, 63,00 kilowatts; in December 67,500 kilowatts; in January 1935, 
70,000 kilowatts; in February, 72,500 kilowatts; in March, 74,500 
kilowatts; in April, 85,500 kilowatts; in May, 104,500 kilowatts; and 
in June 131,000 kilowatts. 

Now, according to the footnote which you gave to the Federal 
Power Commission, you said that this data was reported under adverse 
fow conditions and are based on stream flows in the period of July 
1934 through June 1935, which is the most critical period of study 
from 1928 through 1953. 

(Discussion off the record. ) 

Mr. Asprnati. Do I understand my colleague to ask for these fig- 
wes for dependable power ? 

Mr. Saxtor. That is correct. 

Mr. AspinaLL. Not peaking power, not firm power, but dependable 

wer’. 
nvr Saytor. Yes. 

Mr. Asprnatt. Will you be able to furnish those to the committee ? 

Mr. Bennetr. Tam sure we will. It is simply a matter of digging 
up the material we furnished the Federal Power Commission. 

Mr. AspInaLu. Does that in any way go to the statement that you 
just made that it was impossible to furnish such figures on power 
facilities at Palisades alone, with the reregulating facility for Burns 
Creek, without power installations ? 

Mr. Bennerr. As I understood the question, as he was stating it 
there, it is a somewhat different question than what would be the situ- 
ation at a reregulating reservoir at Burns Creek, without a power- 
plant. I want to get the transeript and analyze it fully. The question 
wasa very long one. I think it is a different question than the state- 
ment which I made a bit ago. 

Mr. Asprnati. The information will be received and placed in the 
record at this place. 

Without objection, it is so ordered. 

(The information furnished by the Bureau of Reclamation is set out 
at this point followed by a letter from Congressman Saylor comment- 
ing on the information as it relates to his request. ) 

A check of our records indicates that by letter of June 4, 1959, to the regional 
engineer, Federal Power Commission, we submitted what is known as form 12, 


schedule 2, data. The data contained on said schedule 2 under the heading 
“Adverse Flow Conditions” are the same as those read into the record by Mr. 
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Saylor when account is taken of what appears to be transposition of 

The following is a comparison of the numbers read into the record ang th 

appearing on said schedule 2. Ose 
{In kilowatts] 





Montt Read F i Pld... 
Month tead into ‘rom sched- Month Read into 

record ule 2 record From sched 
eee =f i. a ; ae 

RE bb cen ean 131, 000 131,000 || January 1935. ___- 70, 000 7 
MabaeN) Locate. 104, 000 104, 500 || February. __.._----- 72) 500 “0,000 
September it 47, 500 PA a) DEOROR.  cnaucbsnccans 74, 500 £2, 0) 
ener 022. -c 831: 60, 500 60,500 |] April.......----.----- 85, 500 74,500 
November.__- i 63, 500 63, 500 || May. ....---..-.--. = 145, 000 a 
December Soa 67, 500 0 ETL PR orcad ecm coive 131, 000 — 
| | | “a oo 





The figures reported on said schedule 2 are the theoretical or unrestricted 
peaking capability for each month of the most adverse period of record, The 
are based upon the average of the heads at the beginning and end of each month 
and not minimum head for the month, nor are they limited by downstream 
operations. The schedule 2 data, in accordance with the instructions isgyeg by 
the Federal Power Commission, are intended to show “potential capacity,” ang 
are not intended to reflect actual operating conditions. Consequently, even 
though the column itself is headed “dependable capacity,” it is actnaljy 
theoretical capacity assuming a condition of unrestricted releases from Palisades 

The following table shows the peaking capability for each month of the adverse 
period, taking into account downstream operating restrictions. These data were 
transmitted to the Federal Power Commission on January 27, 1960, and were 
those testified to on March 24. The numbers are based on supplying loads 
having monthly load factors of 60 percent in October through April. Since 
the downstream restrictions require minimum fluctuation of water flow in the 
irrigation season, the May through September figures assume loads of 100 percent 
load factor up to the nameplate rating of 114,000 kilowatts, and allow peaking 
above 114,000 kilowatts only to the extent that power can be generated with 
average irrigation releases. In no case was peaking permitted above 115 percent 
of the nameplate rating. 


Peaking capability (restricted) 


Month: Month—Continued 
Poly. 10G4 | one d5 eee ee 107, 800 eanuery. 1050........-..5.< 26, 700 
i nines he pices 85, 500 BE a nies citerexeiecn coe eee 26, 700 
eeeer.. ee 46, 900 maten...... sacs leouul! See 
Ceteber oo i eae ern 2 ii ao 48, 300 
WMeéveriber ose ised 26, 700 BT ead cect bicctiimich edd _... 86,000 
NN TT eee 26, 700 | I iin clcaccitiaedie cig ida a 131, 10 


The Bureau has also supplied data to the Federal Power Commission under 
date of January 27, 1960, as to unrestricted peaking capabilities of Palisades 
during the period in question as follows: 


Peaking capability (unrestricted) 


Megawatts Megawatts 
so tnt. 1} Jantary Wee... ae 66.3 
se as eee Se 3266 | ROOTONN os. ok a Lee 69.0 
I ioe nik eae oe atiaiodee Rs OO iii ences eee 71.0 
RN itcienicdsncnis css 5 ai Bs I iiiccnasnhaipines bcs sannttiepaeokentnectemana 90.5 
I a en a Oe tN a eccscnc persue saosnc den seeetcgeaaaeae 114.0 
ree sot Pe NES | vane lo ee 181.1 
DOME a eas: SRS 


These figures will differ from those quoted by Mr. Saylor and taken from Federal 
Power Commission form 12, schedule 2, because they are based on minimum 
head conditions for each month except for April, May, and June 1935. During 
November through March, beginning of month figures were used. During April 
through October, end of month figures were used. During April, May, and June 
1935, peaking capability is minimum at beginning of month; since reservoir 
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Jevation and local peaking requirements were both rising rapidly during the 
© th, peaking capabilities at the end of month were used in order to match 
miu loads with coincident peaking capabilities. Also slightly different 
gssumptions were made as to tail water and penstock losses. 


CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 
Washington, D.C., April 11, 1960. 
lon. WALTER ROGERS, ’ 
Chairman, Subcommittee on Trrigation and Reclamation, Committee on In- 
terior and Insular Affairs, U.S. House of Representatives, Washington, 
D.C. 

Deak WacterR: During the recent hearings on H.R. 1235, the bill provid- 
ing for the construction of the Burns Creek project in the upper Snake River 
Valley, Idaho, in response to a question, the Bureau of Reclamation was asked 
to submit certain data. The proper answer to the request by the Bureau should 
be as follows : 

(1) Re Palisades dependable capacity figures reported to the Federal Power 
Commission by the Bureau of Reclamation : 

Following are the Palisades dependable capacity figures as reported to the 
FPC under date of May 21, 1959: 


Month : merowaree | Month—Continued Kilowatts 
July 1934---- 131, 000 January 1935 70, 000 
August__- 104, 500 | February 72, 500 
September 74, 500 March 74, 500 
October _— J -... 60,500 | April 85, 500 
BEGEDOE ceviccmacnewcs. GG, OO May 104, 500 
I acacia bon chides acai 67, 500 June____ 131, 000 


With two exceptions, these are the same as the figures which I read into 
the record as shown by the transcript. The September figure of 74.500 kilowatts 
jsshown in the transcript as 47,500 kilowatts. Apparently a transposition of the 
figures. The May figure of 104,500 kilowatts is shown as 145,000 kilowatts, 
apparently another transposition. 

(2) Average kilowatt generation and peak kilowatt capability of the Palisades 
project under the most adverse water conditions of 1934-35 would be as 
follows : 





| | | 
Month Average Peak capa- || Month Average | Peak capa- 


kilowatts! | bility, | kilowatts ! bility, 
kilowatts? |} } | kilowatts 2 
| 
June 1934_....-- a 94, 700 131,000 || December. éauiiieiial 16, 000 62, 500 
Sees sbews!... Siede 107, 800 118, 800 || January 1935__._...___| 16, 000 66, 300 
0 95, 600 85, 500 || February --.-.-.-.--- 16, 000 | 69, 000 
SE ikcnecesss—a< 46, 800 pe 1h EINES cwocakaacasasel 16, 000 | 71, 000 
October......._- 19, 300 57,500 || April... se f 26, 000 | 90, 500 
November...........- 16, 000 A of | eee 86, 000 | 114, 000 


‘Energy generation expressed in average kilowatts of continuous power. 
?At minimum head available during month. 


The addition of the doubletalk and further elaboration can only serve to 
confuse the issue and to make the Bureau's position more difficult to determine. 
Thope you will confine the Bureau’s answer to the above facts. 

Sincerely, 
JOHN P. SAYLOR, Member of Congress. 

Mr. Asprnaui. The Chair would ask wnanimous consent that the 
material having to do with interest rates be placed in the record at the 
proper place, earlier in the day’s session. 

Hearing no objection, it is so ordered. 

Mr. Uttman. Would the gentleman yield ? 
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Mr. Sartor. Yes. I believe dependable power is synonomoys With 
peaking capacity in this instance. 

Mr. ULLMAN. Just a question on the interest rate. 1 did not get a 
table. Was this an analysis 3 

Mr. Asprnatu. The table will be furnished to the gentleman. 

Mr. Utuman. Thank you. 

Mr. Bennerr. Another question that was asked yesterday was that 
we go into somewhat more detail in the effect of our integration COn- 
tract with Idaho Power Co. on the Palisades net revenues. 

[ indicated yesterday that I could not recall the exact number, byt 
that it was in the neighborhood of $100,000 of increase assigned to 
Palisades. Now, we have analyzed this matter in detail and we find 
that in the system, the system consisting of Boise project, Minnidokg 
unit No. 7, and the Palisades project, that the integration contragt 
increases our net revenue in the system $176,700 a year. That total 
increase we have assigned to each of the units in the system. We 
have done that on a percentage basis. We arrive at the percentage 
basis by first pp sade the percentage of the total generation each 
unit produces in the average year, then computing the percentage by 
which each unit contributes to total capacity produced at the time of 
the annual peakload. These two percentages are then weighted on the 
basis of the relationship between the demand and energy charges of 
the rate schedule. By this process we arrive at the following per. 
centages to be applied to gross revenues: To the Boise project 264 
percent, to the Minnidoka project unit 7, 3 percent, to the Palisades 
project 70.4 percent. 

By applying the 70.4 percent to the gross revenue, you obtain the 
share to be assigned to Palisades and after deducting the operating 
costs, the increase in net revenues at Palisades is $115,000 per year. 

I think we got a little bit of confusion yesterday at this point. This 
figure of $115,000 per year, although it is derived from the fact that 
the integration contract adds 30,000 kilowatts of firm power to the 
system, has no relationship to the 30,800 kilowatts which Burns 
Creek adds to the Palisades operation in the minimum month of the 
adverse year. ‘The power added to the system by Burns Creek, when 





sold at present Palisades system rates, results im an increase in net 
revenue of $1,147,000. These figures do not take into account the 
possibility that Burns Creek would be included in the integration 
contract. 

Now roughly, when you take the integration contract and when 
you add Burns Creek, you find that the increase due to integration, 
approximately $115,000, added to the increase due to Burns Creek, 
$1,147,000, gives a total increase of $1,262,000. I think the main 
point I am trying to make here is to dispel any confusion that might 
have existed yesterday between the 30,000 added by the integration 
contract and that which is added as a result of Burns Creek coming 
on thesystem. They are two unrelated items. 

The other question 

Mr. Asprnauy. Are there any questions on this particular informa- 
tion ? 

Mrs. Prost. Mr. Chairman ? 

Mr. Asprnatu. The gentlewoman from Idaho. 
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yrs. Prost. I am not sure I am clear on this last poimt. Can you 
give us the increased product ion in kilowatt-hours and in dollars net 
reventl@ of the combination of burns Creek and Palisades, as against 
Palisades alone ? . 

Mr. BENNETT. With Palisades not under the integration contract? 

Mrs. Prost. Yes. 

Mr. Bennerr. Total Palisades powerplant alone, without the inte- 
mation contract 1s 577,900,000 kilowatt-hours of sales. In other 
yords, this includes a transmission loss. It is not the generation at 
the generators. Palisades and Burns Creek combined, the total sales 
1,021,000,000 kilowatt-hours, or an increase of 443,100,000 kilowatt- 
hours. : ; 

Mrs. Prost. Now, have you covered the net revenue in the same 


manner ¢ 

Mr. Bennetr. No, but wecan. 

The net operating revenues of Palisades alone, without the integra- 
ion contract, $1,147,800. The net, operating revenue with Burns 
(reek added is $2,294,800. The difference between those two figures, 
[ think, you will find is about $1,147,000, if I remember the 
subtraction. 

Mrs. Prost. Thank you very much. 

Mr, Bennetr. The other question which we were asked was by Con- 
mesman Burdick. We were asked to compute the power rate re- 
quired to return the irrigation assistance in 50 years after completion 
gfconstruction. For all practical purposes, this means 50 years after 
empletion of Palisades. 

On this condition and assuming that Burns Creek will begin 
gneration in 1966, an increase after that date of $209,000 in the 
annual gross power revenues would be required to accomplish the 
payout In the 50-year period, or in year 2007. This would require 
an increase in the gross power revenues from the combined Palisades 
ud Burns Creek systems of 7.9 percent. Reduced to a kilowatt-hour 
basis this is equivalent to 0.28 mill per killowatt-hour to be added in 
1966 to the present average of 3.28 mills per kilowatt-hour. 

It should be noted that this analysis which has been prepared in 
response to a specific question is conservative in that it is based on a 
price payout of the irrigation assistance in 50 years after completion 
of construction. In most cases, such a 50-year period does not start 
until after a development period and then is associated with each irri- 
gation bloc. 

Also to be noted is the fact that we have assumed repayment of 
interest-bearing investment first. This fact results in paying out 
Burns Creek in a total of 42 years after installation of the initial 
unit, 

Mr. Asprnati. Let me ask a question there: Is that not in accord- 
ance with the procedure that has been followed in the upper Colo- 
ido River program as far as that part of the cost of the main unit 
dams which has been allocated to irrigation ? 

Mr. Bennerr. That is correct so far as the storage units are con- 
cerned. It does not apply in that manner on the participating project. 

Mr. Asprnau.. That is right. 

Mr. Bennerr. The point I am making here is that we have assumed 
all of the irrigation assistance to be paid out starting at a completion 
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date of Palisades. This overlooks the fact that the Fort Hal] Indig 

project, for example, is just now under construction and wil] mt be 
completed until 1966. It overlooks the fact that the Michaud yp; 
which is also tied to Palisades is still in its development period g, 
to that extent it is a somewhat more severe criteria than would be th 
the case in the upper Colorado River project. , 

Mr. Asprnatu. Let me ask you this question: Does the addition of 
this 0.28 mill, as I understood your statement, of additional char 
make this project infeasible as far as the sale of power is concerned) 

Mr. Bennerr. I am quite sure that the answer to that is “No” 

Mr. Asprnaut. On the face of it. 

Mr. Bennett. It is slightly more than a quarter of a mill, 

Mr. Asprnau. I think the question Mr. McFarland just asked mei: 
right. Can you make that change in the existing contracts or woul 
you have to wait until those existing contracts run out, or are you 
existing contracts eligible to amendment at certain periods of th 
contracts, so that the change can be made ? 

Mr. Bennett. I would have to check those contracts to be absolute) 
sure, Mr. Chairman. In many instances, a contract cannot be changed 
until its expiration date, in other cases we have written in ability to 
change rates when situations require it. . 

Mr. Asptnautu. Most of your contracts, as I remember them— 

Mr. Bennett. Mr. Nelson tells me these particular contraets dy 
have a rate change provision in them. 

Mr. Asprnauu. That is right, at a certain period; not today or to. 
morrow, but perhaps 20 years. ; 

Mr. Bennett. | think on 5-year intervals, or on a year’s advance 
notice, or something of that sort, is the way they are written, 

Mr. AsprnautL. Are there any further questions about this part? 

Mr. Bennett. I think, Mr. Chairman, that supplies the information 
which we were asked to supply yesterday. 

Mrs. Prosr. Mr. Chairman, I have just one question. 

Mr. Asptnatx. The gentlewoman from Idaho. 

Mrs. Prost. That is with regard to Michaud Flats and Fort Hall 
projects. Were those handled under the regular policy of the Bureau! 
When the original Palisades project was authorized it was my under. 
standing that these two projects were not considered, or taken into 
consideration and then some time later, these projects were attached 
to the original Palisades plan. This added a sizable charge against 
the Palisades project, did it not ? 


Mr. Bennett. I think it did. As I recall, the Palisades was av- | 


thorized first, and then subsequently, the Michaud Flats project, and 
the Fort Hall Indian part of the unit were both authorized about 4 
years later. . 
Mrs. Prost. What year will the Fort Hall power come on the line! 
Mr. Bennett. We have checked with the Bureau of Indian Affairs 
and their program calls for completion of construction in 1966. 
Mrs. Prosr. Could you give me a figure of what the rate adjust- 
ment would be if you followed your usual practice in projects of this 
kind ? 
Mr. Bennett. I can give you a figure that is quite close. At a> 
percent rate for power, it would require an increase of about 6 percent. 
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fn other words, that is in comparison with the figure I gave you a 
moment ago of 7.9 percent. 

Mrs. Prost. What would that do to this 0.28 mill? 

Mr, Bennerr. It would be somewhat less. It would be roughly 
(gof a mill to distinguish from 0.28. That figure assumes no inte- 
ation of Palisades. If we take Palisades integrated, the increase 
sould be only 314 percent. 

Mrs. Prost. Considering integration what would the rate be? 

Mr. Benner. Three and one-half percent would be about 0.1 
gill roughly, a little better than 0.1 mill. 

Mr. AsPrINALL. Let me ask you this question. Mr. Nelson more than 
likely has the answer. In your general power contract provisions 
ouhave a section on modification of rates. 

Modification of rates.—The rate schedule specified in this contract shall be 
subject to successive modification by the United States through the promulgation 
of superseding rate schedules. If at any time the United States promulgates a 
rate schedule superseding the rate schedule then in effect, under this contract, it 
gill promptly notify the contractor thereof. Said superseding rate schedule, as 
of its effective date, shall become effective as to this contract unless the con- 
tractor, by notice in writing given to the contracting officer within 180 days after 
notice to it by the United States of promulgation of said superseding rate sched- 
le, shall elect to terminate this contract effective as of such date not more than 
$ years subsequent thereto as the contractor shall therein specify. In the event 
of such termination, said superseding rate shall not be effective during the 
period of the remaining, unexpired term of this contract, or during a period of 
9 years from the date of the period of the remaining, unexpired term of this 
contract, or during a period of 2 years from‘ the date of notice to the contractor 
of the promulgation of said superseding rate schedule, whichever period is 
shorter. 

Is that the provision, Mr. Nelson, that is in your contract? 

Mr. Netson. Yes. 

Mr. Aspinati. Do you, at the present time, foresee any possibility 
that any contractor would pull out of his contract because of the 
increase even up to the maximum of 0.28 of a mill ? 

Mr. Nevson. No, sir; I do not. There is another reason why, too, 
and that is this: the rate increases assumed here are based upon when 
Burns Creek becomes productive on the line, which would be about 
1966. So the contractors would have at least a 6-year period to be 
thinking about the economics of that rate increase. I think that provi- 
sion is there as a protection to both sides, not only because of possible 
payout changes, but also in the event that there are necessary changes 
dueto rising operations and maintenance costs. 

Mr. AsprnaLu. Let me ask this question: With that additional raise, 
which might be necessary, how close are you to competitive power 
produced by others? 

Mr. Netson. I do not know that I can answer it in quite that man- 
ner. I would say, sir, the rate itself is not formidable. I have indi- 
tations that as far as I know, the balance between our supply and 
demand is such that our power would still be salable. 

Mr. Asprnati. Mr. Saylor has some additional questions. 

Mr. Savor. Mr. Bennett, some time ago, you added a comment to 
one of your answers and quoted a certain utility official on the reason 
that any peaking power that might result from the increased opera- 
tions at Palisades would not be salable; is that correct? You said 
there was no market for it. 
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Mr. Bennerr. Yes: [ believe that was almost exactly what ] 
Mr. Naughton had testified back in February that there 
market for straight peaking capacity. 

Mr. Sayor. Let me tell you that I probably anticipated that te 
would use that statement, so I would like to ask you some a 
with regard to it. 

The Pacific N« rthwest power pool, of which the Palisades inarket 
area is a part, ha. a present winter peak of nearly 2 million kilowatts 
above the summer peak. Is that correct ? 

Mr. Bennerr. In the first place, Palisades is not 
Northwest power pool. 

Mr. Savior. In other words, you want to go on record here an 
tell this committee that there is no interchange at all between Pajj. 
sades and no possible grid tie-in of Palisades to the Pacific Northwest 
power pool ¢ 

Mr. Bennerr. That is not exactly what I was saying. There js 
an indirect tie between the Southern Idaho Federal System and the 
Columbia Basin System which is made through the Idaho Power 
Co. As I recall, they are tied to the Bonneville System at La Grange, 
Oreg., and they, in turn, are tied to us. But in terms of the North. 
west poo] where all of the Bonneville System and the various utilities 
and other types of operations in that area have gotten together on q 
pooling arrangement, Palisades’ production or Boise's or Minnidoky 
unit 7 is not a part of that power pool as such. 

Mr. Sartor. Because of the grid system that you have got out there 
and the exchange of power, would it not be possible to use this increase 
at Palisades in serving the winter peak in that area / 

Mr. Bennerr. I think this, Mr. Saylor: that farther down the 
river there isa market for peaking capacity. We are selling now some 
peaking capacity farther to the west. 

Mr. Sayvor. If you did, could you not sell this winter peak from 
Palisades and in turn in the summer, when there is a surplus of power 
in the west group, that could be used in the Palisades area on the 
basis of exchange. 

Mr. Bennett. It is, of course, possible to work out such an arrange- 
ment, but it requires wheeling over Idaho Power Co. lines for that 
purpose. It would require agreement with the Idaho Power Co, 

Mr. Sartor. Well, you have not had any difficulty in arranging 
wheeling contracts in that area to date, have you? 

Mr. Bennert. Well, our wheeling contracts to date are those 
whereby they wheel our power to customers. 

Mr. Savior. Have you had any difficulty in negotiating wheeling 
contracts in that area ? 

Mr. Bennerr. Not for wheeling; no, sir. 

Mr. Sartor. All right. Mr. Bennett, yesterday, Mr. Haley asked 
a question as to the shortage of water in any dry year. I think, at that 
time, you made a statement you did not know about it. I went back 
and looked up your reports on Palisades which gives a tabulation show- 
ing a shortage with Palisades in operation of 2,586,000 acre-feet: under 
1934 water conditions, 810,000 acre-feet. under 1935 water conditions. 
According to this tabulation, Palisades—together with Lake Jack- 
son—would reduce the shortage under 1931 water conditions by 
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13,000 acre-feet. However, under 1934 water year conditions only 
en, 000 acre-feet of additional water is reported to be made available 
iy Palisades and only 171,000 acre-feet in 1935. : 
‘Now, assuming that the figures which the Bureau furnished to this 
committee for the construction of Palisades, if Palisades, with a usable 
dorage capacity of 1,200,000 acre-feet can only supply 171,000 acre- 
getof added water in a year like 1935, how much could Burns Creek, 
rithacapacity of 100,000 acre-feet contribute 2 ' 

Mr. Bennett. In the first place, I do not recall telling Mr. Haley 
that there was no water shortage in this area. As I recall, the ques- 
tion went to how often would the storage capacity in Burns Creek 
igutilized. I think, as I recall, I did testify there was a water short- 
weinthat area in these dry years. 

Now, Palisades in itself 1s a long-time carryover reservoir; it is in 
diect insurance water. Burns Creek, according to the computations 
ontained in the planning report, would be able to provide in 2 of 
those roughly 26 years, as I remember, of study period, a shortage of 
100,000 acre-feet, and could fully utilize it twice in that period. 

However, as I testified yesterday, when you pool the Palisades space 
ad the Burns Creek space, some portions of it are usable almost 
every year. 

Mr. Saytor. All right. I would like to call the committee’s atten- 
tim to another factor. Yesterday, we had a discussion on a question 
originated by my good colleague, Mrs. Pfost, with regard to the actual 
versus the estimated cost of Palisades. You showed, and I think the 
impression was left, that the actual cost of Palisades was considerably 
wder the estimated cost. I donot say I have the best memory up here, 
but it just did not ring true and so I went back and I dug up some of 
the reports which the Bureau of Reclamation sent up to Congress for 
Palisades. I would like to put them in the record because they are 
startling. 

The first record that I can find that Palisades was presented to Con- 
gress was In 1941, and the Bureau of Reclamation in 1941 estimated 
the cost of Palisades project—$18,125,000 for a dam and reservoir 
and $2,811,000 for a powerplant and transmission facility, for a total 
cost of $20,936,000. 

Now, even with the rise in prices since 1941 until it was completed, 
and remembering, of course, yesterday’s statement which the witness 
made that the reason for a reduction in the estimated cost was that 
the transmission lines did not have to be built, I think it should be 
made very, very clear that the actual cost of Palisades of over $62 
million greatly exceeded the original estimated cost of the Burns 
Creek project. This, of course, is in true keeping with the enviable 
reord, now over 58 years, of the Bureau of Reclamation that they 
sill have never built a project within the original estimated costs that 
they came up to Congress with and asked for an authorization. 

Mr. Haney. Will the gentleman yield? 

Mr. Sayzor. I will be happy to yield. 

Mr. Harey. The final cost of Palisades was approximately $62 
million ¢ 

Mr. Savior. $62 milllion. 


Mr. Hatey. Their estimated cost in 1941 was, as the gentleman 
stated $20,936,000 2 
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Mr. S,ytor. Yes. 

Mr. Harry. When was Palisades finally finalized ? 

Mr. Sartor. I think we tried to pin them down yesterday ag ty 
whether or not it is finalized as yet, but I will let the witnesses tj 
you when the powerplant went into production and when the dan 
was completed. 

Mr. Netson. Congressman Saylor and Congressman Haley your 
figures are absolutely correct for the years mentioned. [ wish to 
point out, if I may, that the project authorized by a secretarial repoy 
transmitted by the Congress in 1941 was not the project. that: wa 
reauthorized by the Congress in 1950 because the size of the power. 
plant in 1941 was something like 30,000 kilowatts. The project 
authorized in 1950 was for a 114,000 kilowatt powerplant. So the 
type of project is not the same. The cost estimates you quote for 194) 
are correct. ‘That was our estimate and I believe we could have built | 
that project, at that time, for that figure. I hope so. The projet | 
that was authorized by hearing before the Congress in 1950 had gy | 
estimated cost of $77 million, and that project was built for $69 pj). | 
lion, not. including $3,800,000 worth of transmission facilities, which 
were not built. 

Mr. Sartor. I would like to call your attention to the fact that the 
figures I gave you of $20 million, included transmission lines, Noy, 
you want to take credit for not building them. 

Mr. Bennett. In specific answer to your question—— 

Mr. Hatey. I want a specific answer as to when you went on the 
line. 

Mr. Bennett. The first unit went into operation in 1957. The other 
units are now completed and on the line. 

Mr. Harry. What was the final cost of your powerplant as such! 

Mr. Bennett. Of the power facilities alone? 

Mr. Harry. Let us go back to the $2,811,000 as the cost which the 
gentleman from Pennsylvania indicated for the cost of powerplants 
and what other items he had in there. 

Mr. Bennett. The Palisades powerplant, $12,022,000, the Pali- 
sades switchyard, $1,512,000. The Palisades Goshen transmission 
line, $2,290,000. These are the only specific power costs. 

Mr. Hatrey. I might ask the gentleman from Pennsylvania what 
additional items were included in their original proposed facilities that 
were going to cost $2,811,000? 

Mr. Saytor. They say they increased the size of the powerplant, 
but they also included the transmission line, and some other transmis- 
sion lines which they did not. build. 

Mr. Harry. How great a capacity was brought into being for the 
additional $47 million against the original estimate? What different 
type of construction did you have on your storage facilities or dam 
and so forth, that cost $47 million more ? 

Mr. Bennett. The increase in the powerplant capacity was approx: 
mately 80,000 kilowatts. You also had working, of course, between 
1941 and 1950, the increases in cost of construction and it is a combi- 
nation of the two things that ended up with the estimated cost in 1950 
of $77 million, 
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Mr. Haney. In other words, from the time you estimated the cost 
tthe dam in 1941 at the cost of approximately $18 million, the in- 
pm) costs in that alone were approximately $31 million? Is that 


SS Beewerr. I think that is about the right subtraction. 

Mr. Hatey. Or an increase of nearly 200 percent ? 

Mr. BENNETT. Yes; due to the two items of increase in costs and 
ameaseinsizeofthe powerplant. 

Mr. Haey. How much increase in size did you have? 

Mr, Bennett. It was approximately 80,000 kilowatts, about 30,000 
to 114,000. . . 

Mr. AsprnaLL. He means reservoir capacity. 

Mr. Harry. I mean reservoir capacity. 

Mr, Bennetr. There was no increase in the reservoir capacity. 

Mr. Hatey. I thank the gentleman from Pennsylvania. 

Mr. AsprnaLiL. May the Chair say to his colleagues that their point- 
ing this matter out 1s all very well, but this happens to be one of the 
ietter projects, regardless of whether or not its cost increased, or 
whether it did not increase, because the services which this project 
venders to this particular river basin and the power which is produced 
because of it, of course, it is a multiple-purpose project, makes in 
iself a very enviable project. It is just too bad, in the Chairman’s 
ginion at least, it was not an integrated project to start with, and 
then we would not have had this difficulty of trying to work a part, 
vhich more than likely should have been from the very beginning, a 
part of the project in at this late hour. This is where our difficulty 
comes from. 

Mr. Hatey. Will the gentleman yield ? 

Mr. Sartor. I will be happy to yield. 

Mr. Hatey. Responding to my distinguished chairman, I recall that 
vhen I first came on this committee, we were then having some diffi- 
alty and inquiry as to what the project. was because it had been 
sarted prior to my coming to the Commies, because they started off 
with a project, supposedly to cost $11 million, as I recall it—I am 
going on My Memory now—and it finally wound up costing $37 mil- 
lon, I think, as the gentleman from Pennsylvania said, when the 
Bureau comes up here with a project and says it is going to cost so 
much, you can just figure it is going to cost either twice or probably 
three times more than the original figure they suggest. 

Mr. Saytor. Mr. Chairman, yesterday when we had just about 
concluded our hearings, I recommended that everybody read the letter 
from Mr. Nelson to Mrs. Pfost, which appeared on page 382 of our 
committee hearings, because I expected to call attention to something 
which I think needs some clarification. 

In answer to Mrs. Pfost’s question, the Bureau states that there 
would never be need for a reregulating reservoir below Burns Creek 
because the Burns Creek releases would always be uniform. Now, 
yesterday, Mr. Bennett said that the Burns Creek project would be 
operated with the same variation as would Palisades. I want to know 
which one is correct. That should be very simple. Either we are 
gong to have a uniform flow downstream or we are not going to have 
sunform flow downstream. 
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Mr. Bennerr. Mr. Saylor, I think despite the particular langy 
in this letter, we are not saying different things. The uniform floy 
as we have said, is uniform during the irrigation season, with and 
without Burns Creek, which is the important thing. The thin von 
are trying to accomplish by Burns Creek is the maintenanee of the 
flows during the irrigation season for the benefit of the irrigatoys and 
those will be uniform, with and without Burns Creek. 

Mr. Sayior. If you are going to develop power at Burns Cyeek_ 
and your recommendation, which you now say was suggested by th. 
Federal Power Commission, was that the Palisades project should 
have built below it a reregulating reservoir so that you could get ful] 
benefit out of Palisades. If you are going to operate Burns Creek in 
the same manner as Palisades is now operated, then, to take care of the 
irrigators downstream, would you not be coming in here in a few years 
and telling us you will have to put in a reregulating reservoir—ap4 
then, of course, we will probably be told it will have to have some 
power features—on downstream a little bit farther when the ang 
finally gets to the stage that it is going to need some more power? 

Mr. Bennerr. We certainly have no contemplation whatsoeyer of 
doing that. I do not at the moment see how you could obtain any 
increase in benefits amounting to anything by attempting to hay 
another reservoir below Burns Creek, to permit still additional opera- 


tional changes in the two upstream. You can only accomplish this | 


type of a thing so many times, and then you get. no further benefits 

Mr. Sartor. I am afraid, Mr. Bennett, that from 1941 down to th 
time the Palisades project was completed we did not have evidence 
we even needed a reregulating reservoir, now we not only need are 
regulating reservoir, we need another powerplant—TI am afraid this 
is just like Topsy, it is going to continue to grow. 

Now, yesterday you made the statement that. somewhere between 
75,000 and 100,000 additional acres of ground were going to be brought 
into development in this area by reason of the pumping which was 
going to be done from underground sources. Can you tell us how 
much pump irrigation has been developed in the Snake River Basin! 

Mr. Netson. About 600,000 acres. 

Mr. Sartor. Of that 600,000 acres, how much has been developed 
by Federal power and how much by non-Federal power ? 

Mr. Newson. I would say that at the present time, the Federal de- 
velopment is about 100,000 acres. That is the Minnidoka North Side, 
plus the Michaud. 

Mr. Sartor. Therefore, the utilities of the area have made avail- 
able power to the farmers in the Snake River Basin to develop 500,00 
acres of land. Isthatcorrect? 

Mr. Netson. I would say that is correct. 

Mr. Saytor. You have been here, Mr. Nelson, throughout most of 
these hearings, I think in fact all of them, and you have heard all of 
the witnesses testify that. there is no power shortage in this area. Is 
that correct ? 

Mr. Netson. That is correct. 

Mr. Saytor. Therefore, this 75,000 or 100,000 acres will be devel- 
oped whether or not this project is put in. 
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yr. Nevson. I could not quite agree with that, sir. I think that 
i, jg not & question of where the power comes from, I think it is a 
estion of the economics of the pumping lift converted to cost of pro- 
jaction. I think any time the annual cost to the irrigator gets above 
sbout $12 an acre for all purposes, that is pumping power, operation, 
replacement, plus the cost of his farming operation, that we are reach- 
ae the marginal limit. So I say that the low lifts have been devel- 
ped now, and there has been a substantial development related to the 
resent power rates. We did not assume that the pumping power that 

r Bennett was talking about would necessarily be marketed at all 
through the Federal project. It could very well come off of the 
rivate utilities in the area. It is just the availability of the supply 
of power that matches the irrigation season. lo the extent that the 
mping power rates in combination with other costs result in a 
basible operation, then there will be additional development of the 
wderground water resource. 

However, even with no power costs, there are still lands beyond 
«omomic reach. So whatever the power rate is a ceiling will be 
rached, but there is available water, there is available acreage that 
ould develop within that $12 total cost I am speaking of, regardless 
ofwhere the power comes from. 

Mr. Sartor. Let me ask you two questions to further implement 


' your last statement. Can you tell me what the average gross annual 


tum per acre is from pump irrigated lands in the Snake River 
Basin ? ; ee 

Mr. Netson. Yes, I can give you a fair idea. Last year the gross 
turns on the Minnidoka North Side project were about S117 an 


acre, 

Mr. Savtor. And what is the average cost of power for pump ir- 
rigation in the Snake River Basin ? 

Mr. Necson. That varies, with the lift, it varies with the type of 
farming operation, but I can tell you that on an average of the 
9,000 acres for which we have precise records, the pumping costs 
were about $4.50 per acre based upon the delivered costs of about 4.7 
nills per kilowatt-hour. 

Mr. Sartor. Now, Mr. Chairman, the Bureau of Reclamation un- 
der date of February 24, sent a letter to Congressman Ben Jensen 
giving the estimated costs of $6,100,000 for a 17,300 acre-foot reregu- 
lating reservoir at the Conant Valley site. Now that total figure was 
made up of the following items which I think are startling and I 
would hike to put them in the record: Right-of-way, $500,000; high- 
way relocation, $1,600,000; telephone relocation, $3,200; clearing, 
$79,000; dam structure, $323,000; diversion and care of water, $169, 
00; spillway and outlet works, $1,230,000; access roads, $24,000, or 
a subtotal of $3,928,200. To which they added a contingency of 25 
percent, $971,800, bringing up to a total of $4,900,000. 

Then they added, believe it or not, engineering and administration, 
$1,200,000, bringing their total up to $6,100,000. 

The reason I place that analysis of this statement into the record is 
because it raised the question in my mind as to whether or not this 
site 1s the best site that there is for a reregulating reservoir, or 
whether or not the Bureau has picked the most costly site for the erec- 
tion. I think you will notice that highway relocation calls for 
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$1,600,000, or 40 percent of the base cost, their c 
course, which they always exceed, is $971,800, 
$1,200,000, which I think are exhorbitant. 

I asked the U.S. Geological Survey to furnish me with topograph 
ical maps of the area and I have examined them. And those topo. 
graphical maps show that a reregulating reservoir of 17,100 ncre-fet 
can be built at Black Canyon damsite, or even at the Burns Creek dam 
site without affecting any highways. This would eliminate $01, 
million if we include the indicated percentage for contingency and 
engineering and administration. In other words, I think the Bureay 
could build a reregulating reservoir and allow them to get full use of 
Palisades for somewhere in the neighborhood of $314 to $4 million al- 
lowing them their full share of engineering and administration anq 
even 25 percent for contingencies. It is one of the reasons, My 
Chairman, I have gone into this matter in such detail and spent 4 
good bit of midnight oil in figuring it out on the record the Bureay 
has presented to us; to ask a number of these questions in trying to get 
this record established as to whether or not the project presented by 
the Bureau in H.R. 1235 is the best way to get the full use of the 
Palisades Reservoir. 

That is all, Mr. Chairman. 

Mr. AsprNatut. I think the gentleman from Pennsylvania is to be 
commended on the diligence with which he has pursued his case, | 
am not so sure that all of these answers are quite as easy to find, but 


ont INGeNncies, of 
and engineering 


I know he has spent considerable length of time in finding the an. 


swers to the questions which he has proposed. As I understand it, 
this concludes the hearings on this particular matter, and with that 
understanding, the hearings are closed, and the committee stands ad- 
journed. 

(Pursuant to unanimous consent agreement whereby any member of 
the committee could submit questions to witnesses and obtain answers 
for the record, there follows a letter from Congressman John P. Saylor 
and the answers of the Bureau of Reclamation to the questions asked.) 


CONGRESS OF THE UNITED STATES, 
Hovusk OF REPRESENTATIVES, 
Washington, D.C., April 12, 1960. 
Hon. WALTER ROGERS, 
Chairman, Subcommittee on Irrigation and Reclamation, Committee on Interior 
and Insular Affairs, U.S. House of Representatives. 


Dear WALTER: As you will recall, I spoke to you about questioning the Bureau 
of Reclamation relative to the six power rate tables they presented to the sub 
committee during the hearings on the Burns Creek project March 25, 1960, and 
to have the questions and answers inserted in the printed hearings. 

These tables purported to show what the combined rate would have to be, 
for Palisades and Burns Creek, based on “a certain 50-year repayment period 
and on various interest rates” and on other assumed conditions. 

It is impossible to determine from these Bureau tables and the introductory 
remarks relating thereto just how the rate figures were developed. My experi- 
ence with Bureau figures does not lead me to accept such figures without careful 
examining and questioning. There is no evidence that the rates indicated would 
provide for proper repayment of the power investment in Palisades and Burns 
Creek and the irrigation costs presently scheduled to be repaid from Palisades 
revenue. In fact, everything points to just the opposite. While it is not possible 
to determine the exact extent to which presently scheduled repayments of power 
and irrigation investments are to be postponed or stretched out, there can be no 
question that such action is involved. It is also evident that the presently 
expected Palisades surplus that would accrue by the year 2010 would be elimi- 
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The added compound interest cost to the taxpayers of the Nation by 
stretchout or postponement of power investment repayment and the stretchout 
” stponement of interest-free irrigation repayments would undoubtedly total 
= millions of dollars. 
e to be noted that in nearly every case the rates presented by these Bureau 
ples show, for each specific rate group, a uniform percentage increase for all 
damnes of energy, ie., firm, non-Federal pumping, project use, seasonal nonfirm, 
a is highly questionable whether the private utilities of the area, who are 
the only market for the sale of dump, seasonal nonfirm, or other surplus power 
fom the Palisades project, would be willing to pay any increase in the rate 
for such power. Nor does it seem logical that they would agree to absorb the 
giditional dump and other surplus power that Burns Creek would produce and 
ay an increase over present rates. If the dump power rate or any other rate 
could not be increased, then to achieve the same purported payout schedule, rates 
for the other types of power would have to be increased accordingly. 

The sale of this dump and other surplus power is absolutely essential to 
maintain the Palisades projects presently scheduled payout program. The sale 
gf such dump power would be even more necessary on the proposed Burns Creek 
oo prepared a number of questions relative to these tables and the project 
gayout and related irrigation payout questien. I ask that these be transmitted 
to the Bureau of Reclamation for answers to be inserted in the record. In 
practically every instance the answer should be a simple “Yes.” I must ask 
that you insist that the Bureau confine itself to direct and concise answers 
without unwarranted verbiage. To determine whether the answers are respon- 
sve and factual, I would like to have the opportunity to examine such answers 
fore their inclusion in the printed record. 

The questions are as follows: 

1, Is it not true that the estimated average annual net revenue from the present 
Palisades project based on present rates was reported by the Bureau to be 

147,800? 

* Is it not true that the estimated average annual incremental net revenue 
from the proposed Burns Creek project based on present Palisades rates was 
reported by the Bureau to be $1,147,000? 

3, Is it not true that the annual interest cost on the estimated $47,872,000 
Burns Creek investment cost to be allocated to power would be— 

$1,436,160 at 3 percent interest, 
$1,974,720 at 414 percent interest, and 
$2,034,560 at 414 percent interest? 

4. Is it not true that this interest cost would be in excess of the net annual 
revenue to be expected from the Burns Creek project under present Palisades 
rates by— 

$289,160 at 3 percent interest, 
$827,720 at 414 interest, and 
$887,560 at 414 percent interest? 

5. Is it not true that the annual cost of amortization of the estimated Burns 
Creek power investment of $47,872,000 over a 50-year period would be—— 

$424,000 at 3 percent interest, 
$300,000 at 444 percent interest, and 
$287,000 at 414 percent interest? 

6. Is it not true that the total annual interest and amortization cost for Burns 
Creek on the basis of the reported estimated power investment of $47,822,000 
over a 50-year period would be— 

$1,850,000 a 3 percent interest, 
$2,275,000 at 41% percent interest, and 
$2,321,000 at 414 percent interest? 

7. Isit not true that this interest and amortization cost for Burns Creek would 
bse the expected annual revenue from Burns Creek under present Palisades 
rates by— 

$703,000 at 3 percent interest, 
$1,128,000 at 414 percent interest, and 
$1,174,000 at 414 percent interest? 
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8. Listed on the next page are 12 of the higher rate groups taken 


Bureau's 6 power rate tables. Opposite each rate group shown are coal - 

figures for the indicated increase in the estimated net revenue from the Palisa 

and Burns Creek combined over that reported under present Palisades ~ 

Is it not true that these figures are correct as shown? rai, 
Rate group Ann 

Table No. 1: in net rover 
3 percent interest__.....-..---...~-~-.----~------- ------------ $204, O19 
4% percent interest_......_.-.....-.-----~---~--~---- ~~niean 866 
EEE i. 360, 637 

Table No. 1B: a 
I I i esi cc chcg ciara rece nas hate ostream Bears _ 126, Bag 


A I retin eri edseinds acct on 
AR MEI is tiie cee mcisin neeeeleeeind ee 
Table No. 2: v— 
8 percent interest. 


---------. 482 5% 


Seer tee gene eer eer ent Sere ee a eee 87, 128 

I ON i a cnmeasicss eae faa ee 547, 511 

AG BORE SUTRTORE Boo ec coi ene is ae ehiseg oie 599, 59g 
Table No. 2B: 

nS TN i as ccs ce ni sisnisiaim elon tts — 

ee SOON, AMIN ON iis cite en rictincwmnnimennses a 


aN Casein i ap cs en ccna tatiana 


------- ------. 35 

9. Is it net true that a comparison of the figures shown under item 8 with 
the corresponding defiicit in Burns Creek net revenues shown under item 7 dig. 
closes that the additional annual net revenue to be expected from Palisades ang 
Burns Creek as a result of the increase in rates over those presently in effect for 
Palisades would fail to eliminate such annual deficits by amounts ranging fro 
$314,000 at the lowest to $835,000 at the highest? 

Mr. Chairman, logically it follows that the purported payout under the jp. 
creased rates presented in the Bureau tables stems, for the most part, not froma 
proper increase in rates, but from a postponement or lengthening of the payout 
period for the irrigation investments to be repaid by use of Palisades power rey. 
enues, and the utilization of the Palisades surplus of $32 million or more that 
would otherwise accrue within the indicated payout period. 

I believe that there should be a proper comparison of the surplus that would 
be accumulated by the Palisades project under present rates and interest charges 
and those which would accrue under the various “rate groups” mentioned in the 
Bureau’s six power rate tables under discussion. To this end, my questions 
continue. 

10. What would be the expected surplus on the present Palisades project at 
the end of the 50-year payout period of 2010 (as indicated in these rate tables), 
using present rates and present payout schedule? 

11. What would the respective Palisades surplus be at the end of the indicated 
50-year payout period (year 2010) under item 10 conditions, if compound interest 
at 3 pereent, 4144 percent, or 444 percent were credited to such surplus? 

12. Under the various rate groups shown in the six Bureau tables, which 
have interest costs of 3 pereent or more, is it not true that no (or practically 
no) surplus is contemplated in the year 2010 for the combined Palisades and 
Burns Creek projects. If this is not true, show the surplus contemplated for 
each such “rate group.” 

13. If, as appears certain, these various rate groups were predicated in part 
on a stretchout or postponement of presently scheduled repayment of irrigation 
investments through the use of Palisades power revenues, what would be the 
compound interest cost to the taxpayers of the Nation, by the year 2010, for each 
payout schedule covering each rate group shown in item 7? 

I believe it is evident on the record that the presentation of six power rate 
tables by the Bureau is a deliberate fraud in that they purport to show rates 
that would provide for a payout of the Burns Creek project without disclosing 
the tremendous hidden subsidies that would have to be paid by the taxpayers 
of the Nation. I ask that this letter, together with the factual answers from the 
Bureau to the questions presented herein, be inserted in the printed hearings on 
the Burns Creek project. 
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effort by the Bureau to evade the questions presented must be taken as 
admission that the project cannot stand up under proper serutiny of the 
aD 


Sincerely, , 
JoHN P. Savior, Member of Congress. 


Question § ASKED BY CONGRESSMAN SAYLOR OF THE BUREAU OF RECLAMATION AND 
THE ANSWERS THERETO 


Question 1. Is it not true that the estimate average annual net revenue from 

resent Palisades project based on present rates was reported by the Bureau 
phe $1,147,800" ies . 
answer. Yes, this was true, based on conditions before the August 1959 co- 
gdination contract with Idaho Power Co. 

Question 9 Is it not true that the estimated average annual incremental net 
revenue from the proposed Burns Creek project based on present Palisades rates 
gasreported by the Bureau to be $1,147,000? 

Answer. Yes. ; j 

Question 8. Is it not true that the annual interest cost on the estimated 
47872,000 Burns Creek investment cost to be allocated to power would be 
$1,436,160 at 3 percent interest, $1.974,720 at 4% percent interest, and $2,034,560 
at4 percent interest ? 

Answer. No, because the annual interest cost diminishes annually due to 

dual retirement of the investment. The figures shown are correct for the 
frst year of full investment. 

Question 4. Is it not true that this interest cost would be in excess of the net 
annual revenue to be expected from the Burns Creek project under present 
Palisades rates by $289,160 at 3 percent interest, $827,720 at 414 percent interest, 
and $887,560 at 414 percent interest? 

Answer. Incremental net revenues are less than computed interest cost on 
the incremental investment based on the interest rates indicated, but the interest 
ast for the combined project is not in excess of the combined net revenues, 
sed on 3 percent interest rate. The arithmetical computations are correct. 

Question 5. Is it not true that the annual cost of amortization of the esti- 
nated Burns Creek power investment of $47,872,000 overa 50-year period would 
be $424,000 at 3 percent interest, $300,000 at 414 percent interest, and $287,000 
at4y percent interest? 

Answer. The arithmetical computations are essentially correct. 

Question 6. Is it not true that the total annual interest and amortization cost 
for Burns Creek on the basis of the reported estimated power investment of 
$47,822,000 over a 50-year period would be $1,850,000 at 3 percent interest, 
$2.275,000 at 444 percent interest, and $2,321,000 at 44 percent interest? 

Answer. The arithmetical computations are essentially correct. 

Question 7. Is it not true that this interest and amortization cost for Burns 
Creek would exceed the expected annual revenue from Burns Creek under present 
Palisades rates by $703,000 at 3 percent interest, $1,128,000 at 414 percent in- 
terest, and $1,174,000 at 414 percent interest? 

Answer. Incremental net revenues are less than computed interest and amorti- 
sation cost on the incremental investment based on the interest rates indicated, 
but the interest and .ortization cost for the combined project is not in excess 
ofthe combined net revenues, based on 3 percent interest rate. The arithmetic 
computations are essentially correct. 

Question 8. Listed below are 12 of the higher rate groups taken from the 
Burean’s six power rate tables. Opposite each rate group shown are computed 
figures for the indicated increase in the estimated net revenue from the Palisades 
amd Burns Creek combined over that reported under present Palisades rates. 
ls itnot true that these figuers are correct as shown? 
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Rate group ia 

Table No. 1: in net rear 
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Table No. 1B: 


i ON ik a htt eens Sh eri eee 126, 8 
41% percent interest a 


1 ; ort Ra eee Se ee 860, 637 
BE, CR iiiictcc rade cnacnniinnbnnmneneniebaegpe 522, 445 
Table No. 2: 
I . Ce icirriictinernsrcninntinainninnmenwiniammmaanmatnaiiitatialieiml 87, 195 
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Table No. 2B: 
OEE. TERUP PON oa on Se neem nmenm manmisiinetaee ee 17, 549 
RINE RTO i esis acta reassign ese eee 293 545, 
III Ss SUNN i ia tcc a apn i a in ciel 358, 19 


Answer. We are unable to check exactly the figures shown, but they ary 
approximately correct. 

Question 9. Is it not true that a comparison of the figures shown under item 
8 with the corresponding deficit in Burns Creek net revenues shown under jtey 
7 discloses that the additional annual net revenue to be expected from Palisades 
and Burns Creek as a result of the increase in rates over those presently jp 
effect for Palisades would fail to eliminate such annual deficits by amounts 
ranging from $314,000 at the lowest to $835,000 at the highest? 

Answer. Only if it is proposed that the increase in net revenues must, by 
themselves, make up the incremental difference between amortization and inter. 
est cost of the Burns Creek interest-bearing investment and the incremental 
net revenues, can the statement be correct. Based upon such a proposal, the 
computations shown are essentially correct. 

Question 10. What would be the expected surplus on the present Palisades 
project at the end of the 50-year payout period of 2010 (as indicated in they 
rate tables), using present rates and present payout schedule? 

Answer. $23,455,164. 

Question 11. What would the respective Palisades surplus be at the end of 
the indicated 50-year payout period (year 2010) under item 10 conditions, if 
compound interest at 3 percent, 444 or 44% percent were credited to such surplus? 

Answer. If it is assumed, as the question would seem to require, that the 
surplus revenues from the Palisades project, which without Burns Creek being 
added, began to accumulate in 1990 and reach a total of $23,455,164 in the year 
2010 were somehow or other invested at compound interest, the total value of 
such investments in the year 2010 would be as follows: 


Rr es es i cd at oe erage wh acaba Leelee $31, 743, 362 
NIE” "HII oo ok ala kat nde ulead disease 35, 746, 236 
ee IIIS, (RUAN i cia oe Sa Len sae De enema la 36, 227, 170 


Question 12. Under the various rate groups shown in the six Bureau tables, 
which have interest costs of 3 percent or more, is it not true that no (or prac- 
tically no) surplus is contemplated in the year 2010 for the combined Palisades 
and Burns Creek projects. If this is not true, show the surplus contemplated 
for each such “rate group.” 

Answer: The computations of the increases in rate were based on a specific 
question propounded by Congressman Aspinall, and no consideration of surplus 
was stipulated, consequently, there would be no (or practically no) surplus in 
the year 2010. 

Question 13. If, as appears certain, these various rate groups were predicated 
in part on a stretchout or postponement of presently scheduled repayment of 
irrigation investments through the use of Palisades power revenues, what would 
be the compound interest cost to the taxpayers of the Nation, by the year 2010. 
for each payout schedule covering each rate group shown in item 7? 
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Whereupon, at 11:40 a.m. the subcommittee was recessed, to re- 
: - 
Tareas ect to the call of the Chair.) 
0 - 


x 





